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Tee CANADIAN WHEAT BOARD (*))))-)) 
agency for western Canadian wheat and barley growers. 
The CWB markets these grains in the Canadian market 
and to more than 70 countries around the world with the 
goal of attaining the best price possible. 

Annual sales revenue ranges from $4 billion to 
$6 billion depending on grain prices and the amount 
of deliveries by farmers. This makes the CWB the 
largest single wheat and barley marketing corporation 
in the world. 

All proceeds from sales, less CWB marketing costs, 
are passed back to farmers. In this sense, western 
Canadian farmers are the CWB’s only shareholders. 
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THE 1995-96 CROP YEAR brought many new marketing challenges to the CWB. A shortage of world wheat and 
barley supplies finally brought an end to the destructive export subsidy trade war, which had pitted Canadian farmers 
against the treasuries of the United States and European Union. Wheat prices reached the highest levels ever. Unfortunately, 
Canadian grain supplies for export were cut sharply by a smaller Canadian crop and a much reduced grain carryover 

The CWB had to take a very targeted approach to its marketing efforts to ensure that customers’ needs were met as best 


as possible. But in spite of the reduced supplies, the total sales value for the four CWB pool accounts reached $5.8 billion 


Domestically, Prairie farmers were faced with significantly higher costs of operation. On August 1, 1995, the repeal of 
the Western Grain Transportation Act brought an end to rail subsidies for western Canadian farmers. This was done as part of 
Canada’s commitment under the General Agreement on Tariffs and Trade (GATT), which called for a worldwide reduction in 
farm subsidies. Farmers were also faced with higher costs for petroleum-based inputs such as fertilizer and farm fuel 

Despite these higher costs, Canadas wheat and barley industry remains healthy and vibrant. A performance evaluation 
conducted during the 1995-96 crop year showed Canada ranks highly with its customers in such areas as quality of product, 
customer service, technical support and dependability of supply. Another study conducted by three economists showed that 
the CWBs single-desk system generates an additional $265 million per year in wheat revenue for farmers, thereby enhancing 
Canadas competitiveness. It also showed the CWB provides a low-cost marketing service to farmers 


In an effort to further strengthen Canada’s grain industry, the federal government established a Western Grain 


Marketing Panel in July 1995. Meetings were held across the Prairies to consult with farmers and all other participants in 
the grain industry. Recommendations on marketing issues were submitted to federal Agriculture and Agri-Food Minister 
Ralph Goodale in July 1996. In December 1996, the Minister introduced legislation to Parliament 

This legislation will allow the CWB to make some of the most significant changes in its 61-year history. A board of 
directors, with some members elected by farmers, will result in more direct accountability. Many of the other amendments 
will offer farmers improved cash flow and more flexible service options. 


Armed with these new tools and the strengths of our proud past, the CWB will be well positioned to meet the 


challenges of Marketing for the Future. 


left to right 


Lorne Hehn, Chief Commissioner 


Richard Klassen, Commissioner 
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Promising Future 


Pillars of strength 


At the core of maximizing returns to farmers are the CWB’s three corporate pillars. These pillars are 
single-desk selling, price pooling and the partnership with the federal government. 


Single-desk selling 

The monopoly is the backbone of the CWB and it continues to give strength and marketing power to Prairie 
farmers. As the sole exporter of western Canadian wheat and barley, the CWB is able to command premium prices. 
Single-desk selling allows the CWB to maximize revenues for the high quality Canadian grain and to capture premiums 
for the excellent customer service it provides. 

Single-desk selling also enables the CWB to take a unique approach to market development. It is both product and 
customer oriented in nature resulting in long-term relationships and a better customer understanding of Canadian grain. 
In a multi-seller environment, it is unlikely that companies would invest in market development because they would not 
necessarily reap the benefits of their efforts. 

Price pooling 

Prairie farmers enjoy an effective risk management tool in price pooling. Pooling smoothes out the seasonal 
fluctuations in prices and reflects the values that are achieved over the course of a marketing year. In a world market 
that is heavily influenced by competitors’ export subsidies, pooling allows farmers to share access to premium markets. 
Partnership with the federal government 

The link between farmers and the federal government offers three distinct economic advantages. Firstly, the 
federal government guarantees initial payments to farmers when they deliver their grain. Secondly, the CWB is able to 
compete in higher risk markets and make sales on credit because of federal government backing. Finally, the government 
guarantees our borrowings enabling us to finance our operations at much lower rates of interest than any comparably- 
sized, private-sector company. These financial savings more than cover the CWBS administration costs. 
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Adding to farmer income 


In the fall of 1995, three pre-eminent Prairie agricultural economists conducted an analysis to find out if the 
CWB’s monopoly benefited farmers. Drs. Daryl Kraft, Hartley Furtan and Edward Tyrchniewicz were given 
access to all CWB Hard Red Spring wheat sales data from 1980 until 1994 and compared contract prices with 
competitors’ values at the time. With this information they put a value on the CWB’s single-desk operation and 
reached their own conclusions on how well the CWB performed in a rapidly changing world trade environment. 


When the study was released in 


January 1996, the findings were 
conclusive: The CWB adds 
additional revenue that wouldn’t 
be available in a multi-seller 
environment. During the 14-year 
study period, it was found the CWB 
put on average $18 per tonne or 
$265 million per year more into 
farmers’ pockets than would have 
been the case in a multi-seller 
environment. The CWB monopoly 
captures premiums because it allows 
price differentiation, manages risk to 
an extent not available in the open 
market and helps customers develop 
product loyalty. 
Differential pricing 

The CWB can sell grain of 
similar quality into different markets 
on the same day at different prices to 
reflect various market factors. This 
advantage means that the CWB can 
compare on the same day who will 


pay the highest price. During the 
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years 1985-86 and 1993-94, when 
export subsidies were especially 
prevalent, the CWB was estimated to 
have added between $557 and $690 
million per year ($27.84 per tonne to 
$34.50 per tonne) over what multiple 
sellers would have realized. 
Risk management 

In order to compare the 
cost of marketing CWB grains with 
non-Board grains, the economists 
compared the costs of risk 
management for wheat, flax and 
canola. They found that pooling 
wheat sales revenues and allowing the 
CWB to work with part of the sales 
revenue through the year was much 
less costly than managing a margin 
between buying and selling. The 
average risk management costs for flax 
and canola were found to be at least 
$5.53 per tonne higher than the cost 
of managing a wheat transaction 
through the CWB. 
Product loyalty 

Besides high quality wheat, the 
study found that the CWB provides 
reliability, support services and a 
consistent product. Because many 
customers want these additional 
services, the CWB, through single- 
desk selling, is able to charge a 
premium. 

In a multi-seller environment 
there would be less of an incentive to 


provide these services because 
competitors would minimize the 
benefits. 
A case study 

In order to assess the value of 
the CWB market development work, 
the authors studied CWB sales to 
Brazil. When Brazilian wheat imports 
were privatized in 1990, it was 
believed the multiple-buyer scenario 
would hamper the CWB5 sales 
effectiveness. Instead they found that 
since market liberalization, Canadian 
sales have increased to more than 25 
per cent of the market share while 
U.S. sales declined to negligible levels. 

In interviewing the millers, the 
economists found the CWB has 
marketed western Canadian wheat in 
the Brazilian market as a consistently 
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The benefits of single-desk selling 
are announced at a Winnipeg news 
conference. 


right 
Canadian wheat and barley is used to 


produce a wide array of products. 
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superior product and has guaranteed 
good after-sales service. Brazilian 
millers have not only been willing to 
buy Canadian wheat, they have also 


been willing to pay a premium for it. 
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In March 1996, the CWB 
implemented a new Euro Commercial 
Paper Program. Participation in the 
new financing program gives the 
CWB lower-cost financing and helps 
increase the CWBS presence in the 
global financial market. 

The Euro Commercial Paper 
Program is the CWBs second 
program established in the Euro 
Market and complements the CWB's 
two North American commercial 
paper programs. Together these 
programs provide more than $5 
billion to finance the CWB marketing 


operations. 


In June 1996, the CWB and 


Canadian Grain Commission 
circulated a wheat quality discussion 
paper to grain industry organizations 
The paper focused on some of the 
challenges facing the Canadian 

grain industry and described four 
alternatives for the future: the 
current system; a system with 

the current Kernel Visual 
Distinguishability (KVD) for all 
classes of wheat but with modified 
quality parameters for registration; 

a system with the current KVD only 
for Canada Western Red Spring wheat 
and Canada Western Amber Durum; 
a system without KVD requirements 
for all classes of wheat. 


Discussion with grain industry 


partners during 1996-97 will help 


formulate the direction that will be 
taken on this important issue, which 
is SO critical to the financial well- 


being of farmers 


The CWB and the Western 
Grain Elevator Association offered a 
special delivery program for wheat 
affected by the fungal disease, 
fusarium head blight. Under the 
program, certain classes and grades 
of wheat were accepted with 
fusarium damage above the 
tolerances at country elevators. That 
way, farmers were paid a price which 
reflected the quality of their high- 
grade wheat minus a discount for 


fusarium content 


The Western Grain Marketing Panel 


The 1995-96 crop year will be remembered as the year of the Western Grain Marketing Panel (WGMP). The 
CWB participated fully in the process. Many of the CWB’s suggestions for improvement were in fact accepted 
by the WGMP and recommended to Agriculture and Agri-Food Minister Ralph Goodale. As a result of the 
marketing review, Canadian farmers will have an agency with a new corporate structure, the ability to improve 


cash flow and more flexibility. 


Corporate structure 
Farmers will soon be directly 
involved in the corporate governance 
of their wheat and barley marketing 
organization. The WGMP 
recommended that a board of 
directors — with farmer representation 
— be appointed by the Government of 
Canada. It was further recommended 
that these appointed farmers be 
replaced later by elected farmers. If 


passed into legislation, this will result 


in direct accountability to farmers by 
the CWB regarding its policies and 
operations 
Cash flow 

If the Minister's proposals are 


passed into law, many of the concerns 
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some farmers have regarding cash 
flow will be addressed. Farmers will 
no longer have to wait until January 
for their final payment, adjustment 
payments can be sent out sooner, 
some cash buying will take place and 
farmers can be paid grain storage and 
carrying costs. 

However, because the CWB 
will move from the status of a federal 
agency to a mixed enterprise, farmers 
may no longer enjoy the government 
guarantee on the adjusted portion of 
initial payments. As a result, it will be 
necessary for the CWB to establish a 
contingency fund or a financial 
“backstop” to cover any deficits in the 


pool accounts that may occur as a 


result of increasing initial payments. 
Transferring entitlement 
of producer certificates is another 
way to improve cash flow to farmers. 
When a farmer settles for delivery of 
wheat or barley to the CWB, 
producer certificates are issued 
entitling the farmer to future 
payments for that grade of grain. 
Currently, producer certificates are 
not negotiable or transferable. 
However, if the proposed changes 
come into effect, farmers could 
eventually be able to transfer or trade 
their entitlement to future payments 
to a third party. This would give 


farmers more flexible cash flow 


without risk to the pool accounts. 
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Arouna the World 


IN 1995-96, MARKET DEVELOPMENT STAFF were involved in a number of technical missions to support 
CWB sales and encourage the use of Canadian grain. This included missions to every corner of the globe to meet with 
customers to show them how best to use Prairie wheat and barley. It also involved working with established and 
prospective customers to test new varieties. 
Testing the product 

The implementation of a market development plan for AC Karma was a major market development activity in 
1995-96, AC Karma is a variety of Canada Prairie Spring (White) wheat that was developed primarily for Asian noodles 
Fourteen mills in five Asian countries performed full assessments of AC Karma to see if it met their noodle-making 
requirements. The results of this collaborative study helped to further the CWB knowledge of the noodle market and 
provide insight into quality characteristics needed in new grain varieties. Growers of AC Karma were provided with 
information on market development efforts to encourage them to plant the new variety in 1996 
Looking for the best 

Market development efforts for barley reflected the increased demand for malt and malting barley around the world 
and the growing need for tighter quality specifications. In addition to introducing a number of measures to protect 
Canada’s reputation for quality, the CWB developed an initiative to increase the quantity of selectable quality malting barley 

As a member of the Barley Development Council, the CWB played an important role in organizing a malting barley 
quality competition for Western Canada in 1996. Barley growers who had malting barley selected prior to October 18, 


1996, were automatically entered into the competition. Grain companies and malt companies then nominated test 


samples. The best two-row and six-row samples submitted from regional crop districts were chosen in November 1996 


Winners of the competition will have a chance to meet their barley customers in their home country. 


above Canadian technical experts provide advice to a malting barley end user in Dalian, China. 
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leasuring Results 


s reputation for quality products and services extends around the globe. International grain buyers 

estern Canadian grain for its consistent quality. They also recognize the Canadian grain industry 
such as excellent customer service, good technical support and dependable supply. 

in performing their review of the grain industry, the Western Grain Marketing Panel’s consultants 

| customers to see how they rated Canada among other grain exporters. The rating concluded that 

is number one in terms of intrinsic quality, cleanliness, consistency, technical support, long-term 


endability and customer service. 


The CWB was also rated as having the highest prices, which is evidence that single-desk selling 


rice premium for Prairie farmers. 
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The Canadian International 
CIGD 
Working with 
customers in 


Grains Institute (C 


technical and 
educational 


programs is 

another facet of 
market development. By working 
with both current and potential 
customers to show them how best 
to use western Canadian wheat and 
barley, the CWB and its partners in 
the grain industry can increase 
demand for Prairie grain. 

In addition to holding 


Programs and activities undertaken by the cw 


established programs in Canada and 
abroad, the Canadian International 
Grains Institute (CIGD) offered four 
new programs for the 1995-96 crop 
year. The First International Durum 
Wheat Program brought 27 current 
and prospective durum customers 
from around the world to Canada to 
learn more about western Canadian 
durum and the Canadian grain 
industry. The International Wheat 
and Flour Evaluation Program 
brought together 16 of the best 
known quality control/technical 
service staff from countries around 
the world to share their expertise. 


the Canadian Grain Commission and the -anadian agricultu 
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in partnership with CIGI, — 


A special Latin American program 
was arranged for customers and 
potential customers of Canadian malt 
and malting barley. 

There was also a new program 
that brought farmers closer to their 
customers. Eighteen Prairie farmers 
were selected to participate in the 
Marketing to Meet the Customers’ 
Quality Requirements course. The 
course focused on quality issues and 
details of the CWB sales planning 
process. This gave farmers a better 
insight into what customers want 
and what farmers can do to meet 
customer needs. 


Included 


| the Customers’ Quality Requirements 


Tenth International Feed And Oilseed Program 


Tran-Canada Exchange Program ee 
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June 24 - 28 


July 15 - 25 


30th International Grain Industry Program 


Seberang Milling Program 


International Wheat And Flour Eyeiieaun Program 


Latin America Malt And Malting Barley (Spanish/Portugese) 
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at Home 


AS WITH overseas customers, the 
CWB works hard to establish solid 
relations with the millers and 
maltsters in Canada. Canadian mills 
are the second largest customer group 
for western Canadian milling wheat, 
purchasing about two million tonnes 
of milling wheat a year, of which 
about 25 000 tonnes is durum. 
The Canadian maltsters are the largest 
customer group for western Canadian 
barley, purchasing nearly 1.2 million 
tonnes of malting barley for domestic 
brewing and malt exports. 
Balancing producer 
returns and adding value 

The objective of the CWB is to 
achieve a reasonable market return 
from the sale of wheat and malting 
barley in the domestic market. The 
CWB must balance this objective 
with the need of processors to source 
grain at a price that allows them to 
compete in the finished product 
market. Most farmers readily 
acknowledge the need for a vibrant 
value-added sector. But farmers have 
told the CWB they do not support 
lowering returns below competitive 
values for wheat and barley sales in 
order to encourage investment in the 
domestic processing industry. 
Working together 

The CWB has made a concerted 
effort to work with the millers, 
maltsters and farmers who want 
to expand their role in the food 
processing industry in Canada. The 


success of this effort is evident in the 
increase in the use of domestic 
processing facilities. The Canadian 
National Millers Association says 
Canadian flour mills are now 
operating at about 90 per cent of 
capacity. New processing facilities and 
investments are also being considered. 
This compares to 72 per cent as 
recently as five years ago. 

The area of greatest success for 
the value-added sector in Western 
Canada is the growth and development 
of the Canadian malting barley 
industry. Close cooperation between 
the industry and the CWB has 
expanded the volume of malting 
barley selected in Western Canada 
and increased revenue. It has also 
resulted in a dramatic expansion and 
full use of the Canadian malt plant 
capacity. Canadian maltsters currently 
have an annual malt barley capacity of 
slightly over one million tonnes. 
About 350 000 tonnes of the malt 
produced in Canada is used by 
domestic brewers each year, while 
the remainder is exported. Working 
closely together, the CWB and 
domestic maltsters have expanded 
sales into growing markets such as 
Latin America. 

The growth of our domestic 
processing industry is possible because 
of the competitive nature of the CWBS 
wheat and barley pricing in North 
America. In pricing to domestic users, 


the CWB strives to reflect accurately 


North American market values for 
grains of like quality. As well, the 
assurance of quality which comes with 
using western Canadian wheat and 
malting barley means processors in 
Canada can provide their customers 
with a top quality product. 

To provide farmers with more 
flexibility to market their own 
processed grain in Canada, the CWB 
introduced a provision making it 
easier to move grain products between 
provinces. This was done to 
accommodate farmers who want to 
add value to their own grain and 
develop regional markets. 

The push for more growth 

Over the past year there has 
been a lot more interest in value- 
added processing by communities and 
individuals across the Prairies. The 
CWB has offered its expertise and 
support to initiatives such as flour 
mills, pasta plants, starch-gluten 
plants and ethanol facilities. 

To increase the momentum in 
exploring new avenues for Canadian 
products, the CWB held its first 
conference on adding value. The 
conference, “Moving Up Market,” was 


held in Saskatoon, Saskatchewan in 


June 1996. It brought together 


farmers, scientists and industry 
representatives to share ideas and 
views on adding value at home. This 
augurs well for the future as Canada 
positions itself to capture its share of 


food trade in the next century. 
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Farmers shaping policy 

Farm focus meetings are crucial to shaping CWB policy. In 1995-96, farmers were asked about changes relating to 
CWB contracts, storage payments and permit applications. The CWB begins developing its grain delivery policy well in 
advance of the start of the crop year. Focus groups ensure that farmers have a chance to review changes and provide 
feedback well before the policy is implemented. 

In one series of focus group meetings, farmers were asked for their opinions about the written material sent out 
by the CWB. As a result of their input, CWB staff made extensive changes to several documents in an effort to make 
them easier to understand. This is part of an ongoing effort to make sure that all the CWBs printed material is both 
clear and concise. 

Farmers respond to better service 

The implementation of the 1-800 call centre in 1995-96 is a communications success story. This toll-free line, 
1-800-ASK-4CWB (1-800-275-4292), gets about 2,000 calls per week. The new line has meant better service for farmers 
while ensuring that the CWB is always on top of issues important to growers. 

CWB staff are also available to speak to farmers at their request. Over the course of the year, this included making 
presentations to grain marketing clubs and delegates from grain co-operatives and grain companies. In addition, the CWB 
took part in trade shows across the Prairies. These trade shows provide farmers with an informal atmosphere to put their 
questions directly to CWB staff. Sixteen Area Representatives working in different regions across the Prairies also provide 
the CWB with regular feedback from farmers and country elevator staff. 


NAGE 
TIO Pore 


SOAR areata. | 

rea es 
ESE areata: 6am 

ee ee 

—_— 


1995-1996 Annual Report 


Meeting with thousands 

In 1996, Grain Day meetings 
were held in 14 locations across the 
Prairies. At each meeting, a CWB 
Commissioner made a presentation 
around the theme “Towards 2000.” 
These full-day meetings, held in 
conjunction with the CWBss farmer- 
elected Advisory Committee, 
provided farmers with plenty of 
time to ask questions and make 


suggestions for improvement. More 


than 1,500 farmers came out to 


Grain Day meetings. 


The CWB also met with 
farmers out in the field. The CWB’s 
annual crop plot field days were held 
in more than a dozen locations. CWB 


staff were on hand to talk about 


different customers that buy western 
Canadian wheat and barley and the 

end uses of these grains. Once again, 
more than 1,500 farmers participated 


in the crop plot tours. 
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Farmer-elected Advisory Committee 
The farmer-elected Advisory 
Committee is another valuable link 
to producers. The committee is made 
up of 11 farmers, each representing a 
different district across the Prairies. 
The committee's role is to provide the 
CWB with advice on operational and 
policy issues. In 1995-96, a portion 
of the Advisory Committee’s work 
related to the Western Grain 
Marketing Panel report. The 
committee filed its own position 


paper in response to the Western 


Grain Marketing Panel report and 
participated in the panel's hearing 
process. The committee was also 
active in advising on other issues 
including transportation, producer 
contracting and employee 
compensation and benefits. 

In May 1996, the Advisory 
Committee elected a new Chairman 


and Vice-Chairman. John Clair was 


elected Chairman, taking over from 
Wilfred Harder, who stepped down 
from the position after five years. 
Terry Hanson was elected Vice- 
Chairman. The Advisory Committee 
continues to act as a conduit for the 
farm community, providing the CWB 
with important feedback and advice. 
Staying in tune with farmers 

The CWBs bi-monthly 
publication, Grain Matters, is mailed 
to permit book holders. This 
publication keeps farmers informed 
about the latest grain industry news 
and keeps them in tune with new 
markets for their grain. 

In 1995-96, a new project 
began, which aimed at improving 
communications with farmers. CWB 
This Week is a bi-weekly newspaper 
column featured in rural newspapers 
across the Prairies. The column 
allows better communication with 
farmers on topics ranging from how 
to contract grain to reviewing 
Canada’s transportation system. 

Visitors who want to tour the 
CWB building in Winnipeg and 
meet staff are welcome to do so. 
Plans are in the works in 1996-97 to 
invite even more farmers to take a 
closer look at their marketing agency 
through organized bus tours. 

The CWB will continue to seek 
out new ways to communicate with 
farmers, including the launch of 
an Internet site. By working in 
partnership with farmers, we can 
only strengthen our position as the 


world’s leader in marketing grain. 
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WHO MAKES UP OUR TEAM 
The CWB prides itself on its highly-qualified, well-trained staff. Changes in the international market, new 
computer technology, greater application of risk management tools and more diverse methods of raising funds to 
cover operating costs have resulted in an increased demand for people with specific professional/technical training 
Experts in such areas as sales, market development, market analysis, grain transportation, finance, weather 
and crop surveillance and communications are essential to deal with the many challenges currently facing the grain 
industry. This requires special education and training in such fields as agricultural economics, accounting, information 
technology, remote sensing and journalism, just to name a few examples. Given the international aspects of our business, 
multi-language skills are considered an asset. It is also beneficial to have a farming background when addressing the 


needs of our farmer stakeholders. 


Senior Management Team above left to right 


Robert Roehle, Head, Corporate Communications 

Adrian Measner, Executive Director, Marketing 

Ward Weisensel, Head, Corporate Policy 

Bill Spafford, General Director, Sales and Market Development 
Margaret Redmond, Genera/ Counse! and Corporate Secretary 
Larry Nentwig, General Director, Finance 

Pat Wallace, Executive Director, Human Resources 

Donald Vernon, Executive Director, Finance and Treasurer 

Jim McDonald, General Director, Country Services 

John Benci, General Director, Grain Transportation 

Cecil Wright, General Director, Information Technology 

Brian Oleson, Executive Director, Planning and Communications 


Page 20 
Wendi Thiessen, Jreasury Officer 
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Pages 22/23 clockwise from top left 
Haiguang Shi, 


General Manager, Beijing Office 


Theresa Navis, 


Graphics Officer 


Earl Geddes, 


/alue-Added Program Manager 


Juan Fang, 


We 


Tracy Kowal, 
Marketing Manager, 


Latin America and Caribbean 


idrea Carlson, 


asury Officer 
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ather and Crop Surveillance Analyst 


There are a number of values 
or required behaviors that we 
encourage in all our employees. 
These are tied to the strategic 
direction of the organization, 
which focuses on meeting the 
needs of grain customers and 
providing more accountability 
to farmers. Staff performance 
reviews are based on how 

well employees meet these 
requirements. At the 
professional/technical level, 
the required behaviors focus 
on customer/producer service, 
relationship building and team 
orientation. For management, 
the focus is on human resource 
management capabilities, 
customer/producer service and 
leadership skills. 

To ensure that the CWB 
can attract appropriate staff to 
meet the challenges of today’s 
grain industry, a competitive 
compensation program has 
been developed. The objective 
of this program is to attract, 
motivate, reward and retain 
competent staff and to ensure 
competitiveness, consistency 
and fairness in compensation 
practices. 

Other programs offered 
or developed during the 
1995-96 crop year, which 
assisted in achieving the strategic 
goals of the organization, 


included the introduction of a 


system of incentive/performance 
pay program for the 1996-97 
crop year and in-house and 
external programs to support 
staff development 

As of July 31, 1996, there 
were 454 full-time employees 
of the Canadian Wheat Board 
Most of these people are locat- 
ed in the Winnipeg head office 
but small offices are located in 
Vancouver, Tokyo and Beijing 
The Montreal office was closed 


in December 1995 as a result of 


shifting market demand from 
East Coast to West Coast ports 
Of the number of full-time 
employees, there are 16 Area 
Representatives, who reside 

in smaller centres across the 
Prairies. They serve as an 
important communication 
link between farmers and 


CWB staff. 


There were a few senio1 
staff changes during the 1995-96 
crop year. Commissione} 
Ken Beswick resigned in 
April 1996. Donald Vernon 
was appointed Executive 
Director, Finance and Treasurer, 
replacing David Olfert who 
had retired from that position 
in June 1995. Margaret 
Redmond assumed the 
responsibility of Corporate 
Secretary when Lucille Evans 


retired in August 1995 
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for Grain Prices 


THE BANNER YEAR FOR GRAIN PRICES in Western Canada came when both world wheat and coarse 


grain supplies were at extremely low levels. Wheat stocks among the five major exporters — the United States, the 


European Union, Canada, Australia and Argentina — at the end of the 1995-96 crop year were only 28.2 million 
tonnes. World wheat stocks as a percentage of annual consumption were only 17 per cent or about 60 days of wheat 
supply — the lowest on record. 

For coarse grains, the situation was also tight. World stocks, as a percentage of annual consumption, were 
11 per cent or about 40 days of feed — also a record low. 

The reduced stocks were due to two key factors: a gradual but significant decline in world wheat and coarse 
grains area and poor yields in the last few years on a worldwide basis. 

Since 1985, world wheat plantings dropped by about five per cent while world coarse grains plantings shrank 
by 10 per cent. This decline in seeded acreage was due to a shift toward oilseed area which increased 28 per cent over 
the same period. The Canadian seeded area was part of this trend. Since 1985, both Canadian wheat and coarse grains 
plantings have fallen by 17 per cent while oilseed plantings increased by 90 per cent. 

Wheat yields for both 1995-96 and previous crop years were five per cent below the long-term trend on a 
worldwide basis due to weather conditions. The drought in Australia in 1994-95, for example, cut Australias wheat and 


barley production by half. In 1995-96, Argentina was hit by drought, while the Australian crop only rebounded slightly. 


The Former Soviet Union, the U.S. and Canada all had below-average production in 1995-96 
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In coarse grains, worldwide 
yields were three per cent below trend 
in 1994-95 and two per cent below 
trend in 1995-96, the latter mainly 
due to a reduced U.S. corn crop. 

With world wheat and coarse 
grain stocks at such low levels, the 
EU and the U.S. both stopped using 
export subsidies. In July 1995, the 
US. stopped using its Export 
Enhancement Program (EEP) on 
wheat and barley. In December 1995, 
the EU began taxing exports in order 
to keep grain at home for domestic 
use. The EU export tax reached US 
$23 per tonne compared to wheat 


export subsidies of as high as US $85 
per tonne in previous years. That 
represented a difference of US $108 
per tonne or Cdn $3.79 per bushel, 
using an exchange rate of $1.35. 
Demand in 1995-96 remained 
reasonably strong in both developed 
and developing countries in spite 
of high prices and the virtual 
elimination of the Former Soviet 
Union from the import market. 
China was once again the CWB’s top 
customer. Wheat exports to Japan 
and Brazil increased while sales to 
South Korea and Iran dropped 
substantially. Algeria was again the 


top customer for durum. For feed 


barley, the United States was 
displaced by Saudi Arabia and Japan 
as major customers, while for 
malting barley, the U.S and China 
were top customers. 

Canadian domestic use of 
wheat, including durum, increased 
by 300 000 tonnes from the previous 
year to 7.9 million tonnes, reflecting 
higher seed and feed use. Domestic 
use in barley rose slightly to 10.2 
million from 9.7 million tonnes. 
CWB sales of wheat to the domestic 
milling market were 2.0 million 


tonnes while sales of malting barley 
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Top Five Customers for Malting Barley 1995-96 (miillions of tonnes) 


to domestic maltsters for production 
of domestic and export malt climbed 
to 1.2 million tonnes. 

The 1995-96 crop year couldn’t 
match the fast start on grain movement 
experienced in the previous year. By 
February/March 1996, exports of 
wheat, durum and barley were 
running about 30 per cent behind 
the previous year’s performance. 
There were two reasons for this: 

1) reduced Canadian production; 
and 2) with the elimination of the 
Western Grain Transportation Act or 
“Crow Benefit” on August 1, 1995, 
the CWB moved most available 
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supplies the previous crop year 
so that farmers could still take 
advantage of the rail freight subsidy. 

Transportation problems arose 
in the December to March period, 
mainly due to an exceptionally cold 
winter. Temperatures of around -30°C 
for many consecutive days in January 
and February caused producer 
deliveries and overall grain movement 
to slow down. There were also train 
derailments during this time. The 
effects of the three-week cold snap 
were felt throughout the system in 
the following months. 

Border pressure from farmers 


Top Five Customers for Feed Barley 1995-96 (millions of tonn 
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and truckers wanting to access the 
U.S. market was considerable during 
1995-96. In the rising market, the 
CWBSs initial payments and Pool 
Return Outlooks (PROs) lagged 
behind U.S. spot prices. This is 
because pooled prices incorporate 
all sales since the beginning of the 
crop year and, in a rising market, 
will increase only as sales are made. 
During this time, the CWB, while 
selling at premium values directly 
to end-users in the U.S., was also 
servicing higher-valued offshore 
markets with both wheat and 
barley sales. 
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The quality of western Canadian wheat was better than 1994-95, with close to 80 per cent of the Canada 
Western Red Spring (CWRS) wheat class falling into the top two grades. 


WHEAT 

Western Canadian non-durum 
wheat production totaled 18.8 
million tonnes in 1995. While up 
from the previous year, this level of 
production remained well below the 
previous five-year average of 22 
million tonnes. Wheat acreage 
increased over the previous year with 
over 21 million acres of wheat 
planted in 1995. Conversely, canola 
acreage decreased from 14 million 
acres in 1994 to 12.9 million acres 
in 1995. 

Despite the late harvest on 
the Prairies, the quality of western 
Canadian wheat was better than 
1994-95, with close to 80 per cent 
of the Canada Western Red Spring 
(CWRS) wheat class falling into the 
top two grades. Only four per cent 
of the CWRS crop graded feed wheat 
quality and there was virtually no 
Canada Western Feed wheat 
available for export. 

Protein levels improved 
slightly from the 12.9 per cent figure 
in 1994-95, with No. 1 and 2 CWRS 
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having an average protein content 
of 13.2 per cent and 13.0 per cent, 
respectively. Protein levels were 
still below the long-term average 
ot 13.6 percent 

The effect of tight world 
stocks on prices can easily be seen in 
Exhibit Il (page 36). The average 
sales value in the wheat pool 
account rose from $199 in 1994-95 
per tonne to a record $265.61 per 
tonne in 1995-96. Receipts from 
producers totaled almost 14.4 
million tonnes in 1995-96, down 
250 000 tonnes from the previous 
year. Deliveries totaled 11.5 million 
tonnes of Nos. 1 and 2 CWRS and 
788 659 tonnes of No. 3 CWRS. 
Deliveries of other types of wheat 
amounted to 2.06 million tonnes, 
of which only 94 064 tonnes was 
Canada Western Feed. 

Operating costs on the wheat 
pool were down $17 million dollars 
from the year before. Terminal 
storage charges were lower due to 
reduced average inventory levels. 


Freight charges dropped to more 


normal levels in 1995-96 amounting 
to $6.9 million, compared to $17.8 
million in 1994-95. Charges in 
1994-95 were elevated because of 
the repeal of the Western Grain 
Transportation Act on August 1, 
1995. This meant that grain in 
country elevators at July 31, 1995 
had to be moved at the full freight 
rate. Interest earnings of more than 
$61 million dollars also brought 
operating costs lower. Falling 
interest rates throughout 1995-96 
allowed the CWB to increase its net 
interest earnings. Demurrage 
increased to $9.8 million as a result 


of the January/February cold snap, 
which backed up West Coast 
shipping from February through to 
May. Carrying charges incurred by 
the CWB for storage and interest 
charges on wheat in country 
elevators also increased because 
of above average initial payments 
throughout the year. 

The CWB accepted all wheat 
offered on Series A, B, C and D 
contracts. 


Average Pool Selling Prices (dollars per tonne) 


eee 1995-1996 
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Durum was exported to over 30 countries in 1995-96, with Algeria as the top customer, importing 1.1 million 
tonnes. Italy, Belgium and Luxembourg, Morocco and Venezuela rounded out the top five customers. 


DURUM 

While the production of 
Canada Western Amber Durum 
(CWAD) wheat in Western Canada 
increased relative to 1994-95, the 
quality was down slightly. Only 
45 per cent of the crop fell into the 
top two grades, compared to over 
50 per cent last year. 

The protein content in CWAD 
was again disappointing with average 
levels at around 11.8 per cent. This 
compared unfavorably to the long- 
term average of 13.5 per cent. The 
overall quality of durum however, 
apart from its extremely low protein 
content, was good and similar to that 
of the 1994 crop. 

While Canadian durum seeded 
area dropped slightly from 1994-95, 
production increased due to improved 
yields. The average sales value of the 
durum pool was $284.48 per tonne, 
reflecting the worldwide shortage of 
high-quality durum in 1995-96. 
Receipts from producers were similar 


to last year at four million tonnes. 
Most of these supplies were exported. 

Durum was exported to over 
30 countries in 1995-96, with 
Algeria as the top customer, 
importing 1.1 million tonnes. Italy, 
Belgium and Luxembourg, Morocco 
and Venezuela rounded out the top 
five customers. 

Costs to the durum pool 
account increased slightly in 1995-96. 
Carrying charges increased to over 
$14 million largely because initial 
payment values were higher than in 
previous years. Additional freight to 
terminals increased by over $2 million 
because more grain was moved from 
areas outside of the traditional 
catchment areas. Despatch of 
$781,718 was also earned because 
of smoother grain movement through 
the East Coast as compared to the 
West Coast. 

The CWB accepted 100 per 
cent of durum offered under Series A, 
B, C and D contracts. 


FEED BARLEY 

Western Canadian barley 
production increased over 1994-95, 
with 12 million tonnes of barley 
produced. Receipts from producers 
also increased with just under 
1.3 million tonnes delivered to the 
pool. The average sales value also 
increased to $210.30 per tonne — 

a record high value. 

The CWB focused its export 
sales on the premium Japanese 
market in 1995-96 and appealed to 
farmers to deliver feed barley early in 
the crop year so that premium values 
could be obtained. Japanese Food 
Agency tenders in early November 
1995 were between $5.53 and 
$5.58 per bushel, f.0.b. Pacific. 

The CWB expected feed barley 
prices to soften later in the crop year 
as new crop supplies entered the 
market and announced that 
deliveries late in the year would not 
be accepted if they had to be priced 
at values that would lower the pool. 
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Designated barley receipts from producers were record breaking for the 
second year in a row at 2.5 million tonnes. 


The CWB accepted 100 per cent of 
feed barley offered under Series A 
and B contracts, 50 per cent of feed 
barley offered under Series C 
contracts and 100 per cent offered 
under Series D. 

Costs to the feed barley pool 
were reduced substantially from 
1994-95. Demurrage charges 
applied to the pool account totaled 
$283,000 in 1995-96 compared to 
over $7 million in 1994-95. 


Carrying charges increased on the 


feed barley pool due to increased 
inventory. Also, more CWB 
administration expenses were 
assessed to the feed barley pool 
because it accounted for a higher 
proportion of total deliveries to 
the CWB. 

Saudi Arabia was our largest 
feed barley customer in 1995-96, 
followed closely by Japan. The U.S., 
after buying over 500 000 tonnes in 
1994-95, dropped imports to less 
than 100 000 tonnes in 1995-96. 
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DESIGNATED BARLEY 

Overall, there were good 
quantities of barley acceptable for 
malting in 1995-96. Analysis of 
predominant two-row malting barley 
variety samples showed a higher 
percentage of plump kernels 
compared to the past few years. 

Receipts from producers were 
record breaking for the second year in 
a row at 2.5 million tonnes. The 
annual sales value was $243.20 per 
tonne, compared to $173.50 the year 
previous. 

China, Colombia and Brazil 
were the largest customers for two-row 
malting barley. There was strong 
demand from the U.S. for six-row 


malting barley. 


Costs to the pool were $0.48 


per tonne, down from the previous 
year. Unlike previous years, there 
were costs due to carrying charges. 
This happened because the CWB 
encouraged country elevators to pay 
farmers in full at the time of delivery, 
moving away from the system of 
using only consigned carlots to get 
the product to export position. As 
such, the CWB paid storage and 
interest to the country elevator 
companies for the time that the grain 
was stored and financed by them. 
The CWB also paid additional freight 
to terminals for 20 cars of hulless 
barley which were sold to Japan for 
the food market. Interest earnings 
increased because of the larger pool 
volume and higher values compared 
to 1994-95. 


Total revenue on — 
22 milian. tonnes 
delivered to all four 
O00! accountsn- 
1995-96 reached 
5.8 billion dollars. 
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The Canadian Wheat Board 

La Commission canadienne du blé 


MANAGEMENT REPORT 


The financial statements of the Canadian Wheat Board together with other information contained in this annual 
report have been prepared by management, who have full responsibility for them, and approved by the Board. These 
statements reflect the results for the year ended July 31, 1996 and the financial status of the CWB as at 
that date. 


Managements responsibility includes ensuring that the financial statements are prepared in accordance with gener- 
ally accepted accounting principles appropriate in the circumstances and consistently applied, and that appropriate 
systems of internal controls and formal policies and procedures are in place to ensure the integrity and reliability of 
accounting and financial reporting, as well as the safety of all of the organization’s assets. 


Deloitte & Touche, Chartered Accountants, the CWB’s external auditors, have performed an independent examina- 
tion of the financial statements in this report. Management has made available to the external auditors 
all financial records and related data. 


The Canadian Wheat Board is responsible for ensuring that management fulfills its responsibilities for financial 
reporting and internal control. The Commissioners, along with the Chairman of the CWB Advisory Committee, act 
as an Audit Committee in exercising this responsibility. The committee meets with the external auditors to discuss 
the results of the audit and the evaluation of the CWB's internal controls. The Internal Audit Department, reporting 
directly to the Audit Committee, has a mandate to provide timely recommendations and assessments concerning the 
effectiveness of internal controls. The committee reviews the action taken by management with respect to the rec- 
ommendations made by the internal and external auditors. 


oe. 


Donald E. Vernon, C.A. 


Executive Director, Finance and Treasurer 


iy ee WAV 
Adrian Measner 
Executive Director, Marketing 
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Winnipeg, Manitoba felex 07-S7801 Winnipeg (Manitoba) Télex : 07-57801 
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Deloitte & 
Touche 


Deloitte & Touche 
4 \ Chartered Accountants 


360 Main Street, Suite 2200 Telephone: (204) 942-0051 
Winnipeg, Manitoba R3C 3Z3 _— Telecopier: (204) 947-9390 


AUDITORS’ REPORT 


To the Canadian Wheat Board: 
We have audited the financial statements of the Canadian Wheat Board set out as Exhibits I to IX and noe thereto 
which include the balance sheet at July 31, 1996 and the statements of operations and distribution of earnings to 


producers for the 1995-96 pool accounts for wheat and barley for the period August 1, 1995 to completion of _ 


operations on July 31, 1996 and for amber durum wheat and designated barley for the period August 1, 1995 to 
completion of operations on September 30, 1996, the statement of cash flow for the year ended July 31, 1996, the 
statement of advance payments to producers under the Prairie Grain Advance Payments Act as at July 31, 1996, the — 
statement of administrative and general expenses and allocations to operations for the year ended July 31, 1996, and 

the statement of special account transactions for the year ended July 31, 1996. These financial statements are the 
responsibility of the Canadian Wheat Board’s management. Our responsibility is to express an opinion on these 
financial statements based on our audit. 


We conducted our audit in accordance with generally accepted auditing standards. Those standards require that we 
plan and perform an audit to obtain reasonable assurance whether the financial statements are free of material 
misstatement. An audit includes examining, on a test basis, evidence supporting the amounts and disclosures in the © 
financial statements. An audit also includes assessing the accounting principles used and significant estimates made 
by management, as well as evaluating the overall financial statement presentation. 


In our opinion, these financial statements present fairly, in all material respects, the financial position of the 
Canadian Wheat Board as at July 31, 1996 and the results of its operations and the changes in its ay position 
for the periods shown in accordance with generally accepted accounting principles. 


LL ye Vee 
Deloitte & Touche 


Winnipeg, Manitoba 
December 20, 1996 


Dsloitte Touche 
Tohmatsu 
International 
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BALANCE SHEET 
as at July 31 


ASSETS 
Accounts Receivable 
Credit sales (Note 3) 
Completed sales 
Prairie Grain Advance Payments Act 
Other 


Stocks of grain (Note 4) 
Deferred and prepaid expenses (Note 5) 
Fixed assets (Note 6) 


$6,653,277,799 
25,669,295 

DPR op) EW koe) 

21,433,734 
6,753,032,611 
1,432,610,530 
51,440,276 


TOTAL ASSETS 


LIABILITIES 

Borrowings (Note 7) 

Accounts payable and accrued expenses (Note 8) 

Liability to agents of the CWB (Note 9) 

Liability to Producers (Note 10) 

Provision for final payment expenses (Note 11) 

Special Account--net balance of undistributed 
ayment accounts (Note 12) 


TOTAL LIABILITIES 


APPROVED 


Bee ee 


Lorne EF Hehn 


Chief Commissioner 


ce 


Richard H. Klassen 


Commissioner 


Brochay 


Gordon P. Machej 


Commissioner 


GCs 


Donald E. Vernon 


Executive Director, Finance and Treasurer 


$8,281 ,246,344 


$6,459,297,949 
107,957,005 
1,159,716,160 
3h DAS ev4s 
5,805,860 


$8,281 ,246,344 


ce 


44,162,927 


3,235,545 


1995 


$6,731,555,955 
69,948 437 
63,080,272 
6,067,583 


~ 6,870,652,247 


1,096,984,965 
28,398,643 
47,304,606 


$8,043,340,461 


$6,492 ,291,399 
89,626,603 
651,706,561 
801,177,621 
6,053,405 


2,484,872 
$8,043,340,461 
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1995-96 POOL ACCOUNT - WHEAT 

STATEMENT OF OPERATIONS AND 

DISTRIBUTION OF EARNINGS TO PRODUCERS 

for the period August 1, 1995 to completion of operations on July 31, 1996 
(with prior year comparatives for the period ended August 31, 1995) 


ve * 


: 


__ Amount Rate per Tonne 


Receipts from Producers: Tonnes 14 352 453 14 640 658 
Revenue (Note 15) _____ $3,812,102,708 ___-$265.606 _$2,919,771,669___$199.429_ 
Deduct Operating Costs 
Country Elevator Carrying Charges 53,088,474 3.699 ALT 2 308 3.203 ) 
Terminal Storage 8,309,959 0.579 12,394,015 0.847 
Demurrage / Despatch 9,884,097 0.688 4+.695,149 O.B16 
Additional freight - to terminals 25,077,413 1.789 260,373,010 sor 
- freight rate change 6,958,629 0.485 17,806,373 Lote 
Drying 149,237 0.010 967,387 0.066 
Interest and Depreciation on i 
CWB Hopper Cars 3,400,351 0.237 2065914 0/203 ] 
Administrative Expenses 27,502,595 1.916 2H LT2.009 Loon : 
Interest earnings (01,089 432) 0) eee 
: 081 28 a 91,231,482 6.232 
Earnings Distributed to Producers _ $3,738,221,385 9200, 409 2,828 010 187 $193.197 


Earnings Distributed as follows: 


Initial Payments at delivery $2,918,509,781 $203,346 $2.0 73) 703307 $141.640 
Adjustment Payments 662,262,615 46.143 413,503,010 321084 
Interim Payment - - 14 292,649 9.924 
Final Payment 157,283,664 10.959 130,835,493 8.930 
Rebate on Producer Cars a 165,525) 0.011 144 976, | D010) 
$3,738,221,385____$260.459 __$2,828,540,187 _—_—$193.197 
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1995-96 POOL ACCOUNT - AMBER DURUM WHEAT 

STATEMENT OF OPERATIONS AND 

DISTRIBUTION OF EARNINGS TO PRODUCERS 

for the period August 1, 1995 to completion of operations on September 30, 1996 
(with prior year comparatives for the period ended August 31, 1995) 


_1995-96 _ 


Amount Rate per Tonne 


ee ee. 
__ Amount Rate per Tonne 


4 068 116 


_$1,093,295,512 


$268.748 


Earnings Distributed to Producers 


Receipts from Producers: Tonnes 3 973 384 
Revenue (Note 15) $1,130,364,370 PS284 A484" 
Deduct Operating Costs 
Country Elevator Carrying Charges 14,386,754 3.621 
Terminal Storage 7,956,863 2.002 
Demutrrage / Despatch (781,718) (0.197) 
Additional freight - to terminals 3,510,438 0.883 
- freight rate change 1,304,605 0.328 
Drying 78,839 0.020 
Interest and Depreciation on 
CWB Hopper Cars 941,365 0.237 
Administrative Expenses 8,004,750 2.015 
Interest earnings (Oeaera ye 1) (2-549) 
26,067,114 


er OO os 


$1,104,297,256 $277.924 


Earnings Distributed as follows: 


Initial Payments at delivery $ 831,562,780 $209.284 
Adjustment Payments 175,425,808 44.150 
Interim Payment 41,703,041 10.496 
Final Payment DOOD ot 13.991 
Rebate on Producer Cars mete 0965 0,005 
$1,104,297,256 $277.924 


11,998,159 2.949 
6,634,318 1.631 
552,796 0.136 
1,443,688 0.355 
5,133,718 1.262 
134,374 0.033 
815,987 0.200 
7,553,119 1.857 

(9,164,415) (2.253) 
___ 25,101,744 6.170 
$1,068,193,768 $262.578 


$ 676,263,633 $166.235 
181,094,727 44516 
121,066,889 29.760 
89,740,937 22.060 
ee ees 0.007 
$1,068,193,768 $262.578 
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1995-96 POOL ACCOUNT - BARLEY 

STATEMENT OF OPERATIONS AND 

DISTRIBUTION OF EARNINGS TO PRODUCERS 

for the period August 1, 1995 to completion of operations on July 31, 1996 
(with prior year comparatives for the period ended August 31, 1995) 


1995-96 


1994-95 


Amount Rate per Tonne 


Amount Rate per Tonne 


Receipts from Producers: Tonnes 1 267 781 1 059 655 
Revenue (Note/15) 7) ae $206,019,989)) 1) S210 308 | 9120,312,084 $113,540 
Deduct Operating Costs 
Country Elevator Carrying Charges 4.201.035 3.361 1352, 250 1276 
Terminal Storage 1,666,050 1.314 1,599,084 P5098) 
Demurrage / Despatch 283,322 0.223 (145,306 6.741 
Additional freight - to terminals (635,706) (0.501) 4229 443 3.99] 
- freight rate change 1,080,912 0.853 (1,021,069) (0.964) 
Drying 15,027, 0.010 540,959 Ott 
Interest and Depreciation on 
CWB Hopper Cars 300,360 O23 212 4 0.201 
Administrative Expenses 2,442,236 1.926 1,970,956 1.860 
/Anterest cannngs (0 Le Oe CON OO) see (4,712 224) (4.447) 
LO CO NO A SAO SO fac 2.713 11319 519 10.678 
Earnings Distributed to Producers $263,179,625 $207.591 $108,997,165 $102.862 
Earnings Distributed as follows: 
Initial Payments at delivery $220,053,281 SLU3.504 SOL 403,742 $95.6095 
Adjustment Payments 32,304,766 25.481 5,980:19) 272 
Final Payment 10,808,345 8.526 1,992,694 1.881 
/ Rebate on, Producer Cars inva hoe ool ite 0.010. 14,5358 O.014), 
$263,179,625 $207.591 $108,997,165 $102.862 
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1995-96 POOL ACCOUNT - DESIGNATED BARLEY 

STATEMENT OF OPERATIONS AND 

DISTRIBUTION OF EARNINGS TO PRODUCERS 

for the period August 1, 1995 to completion of operations on September 30, 1996 
(with prior year comparatives for the period ended September 30, 1995) 


ASCII BE ana SIS 
___ Amount Rate per Tonne _ 


Receipts from Producers: Tonnes 2 549 505 2 260 241 
Revenue (Note 15) BO20,029 2017) 0),-9249.196) 71 S592 143 240 9 Sr ACG. 
Deduct Operating Costs 
Country Elevator Carrying Charges Pos BOM 0.096 - - 
Demurrage / Despatch (6,929) (0.003) 371587 0.164 
Additional freight - to terminals 8,495 0.003 - - 
- freight rate change (33,653) (0.013) - - 
Interest and Depreciation on 
CWB Hopper Cars 604,023 023% Ht O3, 02. 0.200 
Administrative Expenses 4,885,483 1.916 4,221,791 1.868 
Interest earnings _ __ 4,468,138) 752) G,692,079) 633) 
y DO Nee e OR ot Daw lt oy O00! 0a 
Earnings Distributed to Producers $618,796,503 $242.712 $390,788,579 $172.897 
Earnings Distributed as follows: 
Initial Payments at delivery $493,505,162 $193.569 $323,355,989 $143.062 
Adjustment Payments 80,823,962 31.702 25,061,049 11.088 
Interim Payment - - 15,800,510 6.99] 
Final Payment 33,696,550 W322 7 19,248,558 8.516 
Producer Contract Storage 10,770,829 4.224 7,322,473 3.240 
$618,796,503 $242.712 $390,788,579 $172.897 
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STATEMENT OF CASH FLOW 
for the year ended July 31 


Cash Flow from Operating Activities 

Cash received from the sale of grain 

Interest earned 

Cash paid for operating costs 

Add items not requiring an outlay of cash 
- depreciation 

Cash flow from operating activities before 
working capital changes 

Changes in working capital 


Cash Flow from Other Activities 
Decrease in accounts receivable - credit sales 
Purchase of fixed assets 


Net Cash Flow before Distribution 


Cash Distributed to Producers 
Cash balance undistributed in prior year 
Current year balances distributed to Producers 
prior to July 31 


Net Increase in Cash 


Borrowings at beginning of year 


Borrowings at end of year 
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Ue Gann 1996 dl A ORB Tena 1995 
$5,829,116,364 $4 525,523,105 
80,863,222 66,422.661 

(185,484,817) (195,426,067) 
LAT ee 
5,729,240,097 4,401,421,992 
TO 402,092 ee 
Ne SOD COZ here Cy ii AL00D 0o5 it 
78,278,156 PLS NG MON VAT 
008,049) eas, 
IC S14 SOT ee 

3 982371,256 eek ae 
(524,164,822) (669,503,418) 
825.216.0964) (3,872,354,877) 

GB 949, 383.800) (4,541,858,295) 
32,993,450 S34 3350 a4 

_ 6,492,291,309) lO Btee2i 
($0,459,297,949) 7 ae a 


EEE 


STATEMENT OF ADVANCE PAYMENTS TO PRODUCERS 
UNDER THE PRAIRIE GRAIN ADVANCE PAYMENTS ACT 


as at July 31 


Balance to be refunded by Producers 
1988-89 and prior crop years 
1989-90 crop year 

1 1990-01 crop year 
1991-92 crop year 
1992-93 crop year 
1993-94 crop year 
1994-05 crop’ year 
1995-96 crop year 


nee V MOOG Bie kOe 
Cash Advances Balance to Balance to 
Advances to Repaid by be refunded be refunded 
Producers | Producers _ by Producers _ 


_ by Producers _ 


Interest costs payable by Government of Canada 


$ 4,705,363,450 $ 4,694,737,418 $ 10,626,032 — $11,009,424 
144,260,874 141,743,926 2,516,948 2,679,201 
1,461,790,445 —-1,453,035,631 8,754,814 9,990,122 
1,163,737,749 — 1,153,270,994 10,466,755 12,417,719 
1,081,150,782 ——-1,066,950,537 14,200,245 19,351,257 
819,208,984 793,347,550 25,861,434 47,759,262 
524,197,302 517,154,685 7,042,617 82,106,768 
542 198 308), 475022 508) 67,176,000) 
$10,441,907,954 $10,295,263,049 146,644,905. 185,313,753. 
374,263,690 363,318,141 


Interest costs payable by Government of Canada 


Deduct amounts received from Government of Canada 


Interest charges payable by Producers 


Regular interest payable by Producers 
Deduct amounts received from Producers 


Default interest 


Interest received from Producers on default payments 


Deduct amounts forwarded to the Government of Canada 


Deduct balance of funds received from 


Government of Canada to cover advance payments in default 
Line Elevator Companies to cover advance payments in default 
Line Elevator Companies to cover current advances 


__GB73,549,555) | 


29,376,803 


__ 25,587,645) 


pie DI BOLOS 


(32,161,743) 


____ 26,860,281 
(5,301,462) 


(362,884,742) 


433,399 


28,583,698 
24,044,229) 


__ 4,539,469 


(28,248,464) 
22,108,001 


__©,540,403) 


(90,984,373) 
(1,903,388) 


07,192) _ 


(118,863,693) 
(2,472,354) 
(529,899) 


$52,651,783 


$63,080,272 


Since the 1990-91 crop year, the producer pays interest on the part of the cash advance that is in excess of $50,000, 
and the Government of Canada pays interest on advances up to $50,000 (except 1993-94 when the producer paid 
interest on the part of the cash advance that was in excess of $60,000 and was required to pay the first 2.25% inter- 
est on advances up to $60,000). During the 1989-90 crop year, the producer was required to pay all of the interest 
on the cash advance. Prior to this, the Government of Canada paid all of the interest. 
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STATEMENT OF ADMINISTRATIVE AND GENERAL EXPENSES 


AND ALLOCATIONS TO OPERATIONS 
for the year ended July 31 


Administrative and General Expenses: 


Advisory Committee (includes election expenses in 1994-95) 

Annual report, “Grain Matters” and other CWB publications 

Area representatives 

Audit fees 

Bonds and insurance 

Canadian International Grains Institute - CWB share 
of operating expenses 

Communications and information 

Computing equipment - rentals and services 

Consulting and legal costs - trade challenge 

Depreciation on automobiles, building, computers, equipment 
and furniture 

District meetings 

Human resources - salaries 

Human resources - unemployment insurance, pension, 
group insurance, medical and other employee benefits 

Human resources - recruitment 

Human resources - training and development 

Legal fees and court costs 

Management consulting 

Manitoba Health and Education Tax 

Office and miscellaneous 

Postage 

Printing, stationery and supplies 

Publications and subscriptions 

Rental and lighting of offices, including maintenance of 
The Canadian Wheat Board building 

Repair and rental of office equipment 

Telecommunications 

Travelling and transfer of staff 
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ON AN 


$ 258,516 
290,812 
299,377 
153,000 

57,469 


1,400,333 
262,746 
2.953.053 


1,852,188 
21,204 
21,000,991 


D139 250 
71,026 
320,134 
21,800 


534,912) 


484,452 
927,563 
1,042,426 
821,949 
274,182 


2,00 9;095 
231602 
668,895 


EAS SST A 
S42 FATS 


_1995 


$ 362,446 


246,016 
21 E256 
153,000 

AAD 


1,347,850 
73,609 
4,113,244 
621,170 


1,985,826 
45,301 
ZT 063,900 


4A (34,852 
1564905 
Po 
LASS 
2895079 
alto. 

T19OV285 
928,020 
880,154 
283,041 


1,936,027 
210,239 
(43,105 


___ 1,531,209 
_ 44,022,447 


Allocation to Operations: 1996 1995 
Marketing of Producers’ Grain 
1995-96 Pool Accounts 
- Wheat $15,037,940 
- Durum 4,163,157 
- Barley 1,328,331 
- Designated Barley ZOM2Q2 
1994-95 Pool Accounts 
- Wheat 1B S1958 $14,601,085 
- Durum B.422-105 Oa ae20) 
- Barley 891,399 O50; 79) 
- Designated Barley 1,926,933 2,254,131 
1993-94 Pool Accounts 
- Wheat 14,773,722 
- Durum 3,053,691 
- Barley 1,991,179 
- Designated Barley i I Oa RN Nee ete couk vi. ott ee COD Band 
Cost allocated to pool accounts based on relative tonnage 41,757,155 43,280,561 
Distributing Final Payments to Producers 
1989-90 to 1994-95 Pool Accounts (1988-89 to 1993-94 
Pool Accounts for the prior year) 
- Wheat 441,361 450,931 
- Durum 124,417 Sie oF 
- Barley 81,228 149,250 
- Designated Barley __ d DANS ROOING CML Dae pe OOLOL Ti vo es ts eS 
Cost allocated to payment accounts based on activity M Geet OO2 3. 0 Ut eee oy (ACO 
$42,473,178 $44,022,447 
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STATEMENT OF SPECIAL ACCOUNT TRANSACTIONS 
for the year ended July 31 


he MOOS Ree COS A eal a 51996 ate Me 1995 
Balance of Special Account at beginning of year $2,484,872 $3,470,850 
Add transfer to Special Account from payment accounts 
authorized by Order-in-Council PC. 1996-1356 and 1996-1357 1,360,539 NEC 
5.845.411 3,470,850 
Deduct expenditures authorized by Order-in-Council noted below (609,799) (985,898) 
Deduct payments to producers against old payment accounts C7) (80) 
Balance of Special Account at end of year _ ee as SOLO OA a 2 aed 
Details of Expenditures: 
Unexpended’ Authorized Unexpended)), Expended 
Authorized by as at Crop Year as at Crop Year 
Order-in-Council Description of Purpose aly 31 Toe) | 1995-96 July 31) 19960 i) POD oo 
PC. 1994-1305 \ 
PC. 1995-2202 J Market Development $445,378 $ a $335.405 $109,595 
PC. 1995-2203 \ Canadian International Grains Institute 
PC. 1996-1358 - capital expenditures 169,228 115,000 115,000 169,228 
PC. 1990-1538 Scholarship Program 43,599 BOL aL 44 O24 BOS 916 
PC. 1991-2548 Founding Chairs Program ZI O00 ON Tt Og 
$688,165 S416.441 $404,807 $609,709 


As at July 31, 1996 there were unexpended authorizations totalling $494,807 leaving an unallocated balance of 


$2,740,738. 
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NOTES TO FINANCIAL STATEMENTS 
The following are an integral part of the financial statements. 


(1) ACT OF INCORPORATION AND MANDATE 
The Canadian Wheat Board (CWB) was established by the Canadian Wheat Board Act, a statute of the 
Parliament of Canada. The CWB was created as an agent of Her Majesty in right of Canada for the purpose of 
marketing in an orderly manner, in inter provincial and export trade, grain grown in Western Canada. The 
CWB is accountable for its affairs to Parliament through the Minister responsible for the Canadian Wheat 
Board. 


(2) SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 

(a) Results of operations 

The annual accounts at July 31 include the final operating results for all pool accounts for the crop year ended 

July 31, where marketing operations have been completed before the issuance of the annual report for that 

year. In determining the financial results for such pools, the accounts of the CWB at July 31 include: 

(i) Stocks of Grain on hand at July 31 at the values which were ultimately received as sale proceeds. 

(ii) Provision for all expenses incurred or to be incurred in the process of marketing these stocks of grain 
including a charge for the portion of administrative and general expenses incurred subsequent to July 31 
but relating to this marketing activity. Expenses related to marketing activities carried out subsequent to 
July 31 are included in accrued expenses and accounts payable. The expenses included are carrying 
charges, storage, interest, rail freight and other transportation charges, and administrative costs, together 
with all other sundry expenses incurred during the period. 

(iii) Balances not yet distributed to producers at July 31 where marketing operations have been completed for 
the 1995-96 pool accounts are included in Liability to Producers. 


(b) Allowances for losses on accounts receivable from credit sales 

The Government of Canada guarantees the principal and interest of both the accounts receivable resulting 
from sales made under the Credit Grain Sales Program and the CWB's borrowings incurred to finance these 
accounts receivable. Because of these guarantees, the CWB is not at risk should any of the unpaid amounts 
prove to be uncollectible. For credit sales made outside of the Credit Grain Sales Program, the CWB has 
entered into arrangements with a Canadian financial institution to guarantee that the CWB has no credit risk. 
Therefore, no provision is made by the CWB with respect to the possibility of debtors defaulting on their 
obligations. 


(c) Fixed assets and depreciation 
Fixed assets are recorded at cost and depreciated on a straight line method over their expected useful life as 


follows: 
Computer camipment. 0 i000) ia! 1 to 5 years (to 1/20 residual value) 
EORTC An Mit ue i cut 2 years (to 1/3 residual value) 
Building and office alterations........... 3 years 
Otfice furniture and equipment...) 4.1... : 10 years 
EOP DS CANS ary eee Utila init aia lle 30 years 
PU Ne MMe a Silla os 40 years 
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(d) Translation of foreign currencies 

Sales contracts denominated in foreign currencies are hedged by forward exchange contracts and are translated 
into Canadian dollars at the rates provided therein. Other income and expenses are translated at the daily 
exchange rates in effect during the year. 


Assets and liabilities denominated in United States dollars are translated at the exchange rate in effect at the 
balance sheet date. The CWB hedges its United States dollar assets and liabilities on a total portfolio basis. It 
is the CWB policy to manage these assets and liabilities in order to minimize net exposure to foreign currency 
fluctuations. Exchange adjustments arising from conversion of amounts due from foreign customers and 
borrowings are included in interest earnings. 


Medium term notes issued by the CWB in currencies other than the Canadian or United States dollar are 
hedged by currency swap agreements and are translated into Canadian or United States dollars at the rates 
provided therein. 


(e) Hedging of anticipated future transactions 

The CWB has entered into wheat future and option contracts to price a portion of anticipated sales. The CWB 
has also entered into foreign exchange forward and option contracts in order to manage the foreign exchange 
risk of a portion of anticipated sales. The gains and losses on these contracts form part of the net sales price 
and are recognized in income as an adjustment to sales revenue in the same period as the sales being hedged. 


(f) Interest and bank charges 

Interest expense and bank charges incurred by the CWB in financing its activities and interest revenue earned 
are calculated on a full accrual basis. Interest expense and revenue are netted which is consistent with the 
requirement under the Canadian Wheat Board Act that such amounts be treated as charges or recoveries of 
operating costs. Net interest earnings includes interest earnings and expenses related to accounts receivable, 
bank charges, transaction and program fees on borrowing facilities, and interest earned on each pool account 
during the pool period and until final distribution to producers. 


f 


(g) Administrative and general expenses 

Administrative and general expenses, except for that portion of such expenses attributable to distributing final 
payments to producers, are allocated to the various pool accounts to which the services relate on the basis of 
the relative tonnage. Expenses attributable to final payments are allocated on the basis of the number of 
producers receiving payments from the various pool accounts. 


(h) Post-employment benefits 

Benefits provided to employees upon retirement or termination are recognized in the accounts as they are 
earned by the employees. The unaccrued balance as at July 31, 1993 was $7,980,330, which is being amortized 
on a straight line basis over ten years commencing with the 1993-94 crop year. The unaccrued balance at July 31, 
1996 is $5,586,231 (1995--$6,384,264). 
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(3) ACCOUNTS RECEIVABLE FROM CREDIT SALES 
The status of accounts receivable from credit sales is as follows: 


ey UP ne a LODO) ect cams es L995 

Due from foreign customers: 
Current $ 410,285,821 S532 90K 00 
Overdue 542,894,695 514,653,464 
Subject to a Paris Club rescheduling 137,842,737 193,865,329 
Rescheduled DOO, OL ey Ulan) Spd 429) 20015 25! 
6,521,862,332 6,670,686,895 
Due from Government of Canada A ALLO BOF Vo 1) 60,869,060 
$6,653,277,799 $6,731,555,955 


Amounts that are current include balances receivable of $80,376,397 (1995--$16,803,428) arising from credit 
sales made outside of the Government of Canada guaranteed Credit Grain Sales Program. 


The accounts receivable from credit sales mature as follows: 


er ee a NCC OO One OR ret a hoo 
Within 12 months $ 865,235,034 $ 579,049,858 
Due in 
1997-98 237,822,995 432,509,341 
1998-99 338,310,972 236,086,095 
1999-00 342,260,933 335,784,925 
~ 2000-01 296,221,345 339,862,408 
2001 and after Hy HSCS A26,020 200 4,808,205, 328 
$6,653,277,799 $6,731,555,955 


Amounts due from foreign customers 


These accounts receivable arise from sales of grain to Algeria, Brazil, Egypt, Ethiopia, Haiti, Iran, Iraq, Jamaica, 
Pakistan, Peru, Poland, Russia and Zambia. The terms call for payment in full within 36 months or less from 
time of shipment, except for Algeria, Brazil, Egypt, Ethiopia, Haiti, Jamaica, Peru, Poland, Russia and Zambia 
where the CWB, together with the Government of Canada, have agreed to reschedule certain receivables 
beyond their original maturity dates. All the reschedulings are arranged by the Paris Club, a forum through 
which the governments of debtor and creditor countries establish mutually agreed terms for the rescheduling 
and/or reduction of debts owed to the creditor governments and their agencies. Terms of such reschedulings 
vary calling for payment of interest and the rescheduled debt for periods ranging from 5 to 25 years. 


Of the $6,521,862,332 (1995--$6,670,686,895) principal and accrued interest due from foreign customers, 
$4,597,347,569 (1995--$4,609,470,972) represents the Canadian equivalent of $3,343,768,688 
(1995--$3,380,616,774) repayable in United States funds. 

Due from the Government of Canada 

In addition to debt relief by means of extending the payment terms, the Government of Canada has in certain 
cases agreed to provide various levels of debt reduction, through the Paris Club, to customer countries who 
have rescheduled amounts owing to the CWB. Under the debt reduction arrangements, payment of amounts 
owing to the CWB is divided on an agreed basis between the debtor country and the Government of Canada. 
The amount of $131,415,467 reflects the amount due from the Government of Canada as at July 31, 1996 
under these debt reduction agreements. 

Of the $131,415,467 (1995--$60,869,060) principal and accrued interest due from the Government of Canada, 
$39,619,072 (1995--$29,555,962) represents the Canadian equivalent of $28,815,966 (1995--$21,676,540) 


repayable in United States funds. 
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(4) STOCKS OF GRAIN 
Stocks of Grain at July 31 are reported at the value ultimately received as sales proceeds as follows: 


A ET IO ee 

Wheat $ 840,641,828 $ 678,661,192 
Durum 452,585,664 379,442,414 
Barley 0071525 6423401 
Designated Barley oe 0 ee 
___$1,432,610,530__$:1,096,984,965. 


(5) DEFERRED AND PREPAID EXPENSES 
Deferred and prepaid expenses of $51,440,276 (1995--$28,398,643) includes net results of commodity 
hedging activities applicable to subsequent pool accounts of $21,258,841, prepaid costs of moving inventory 
to eastern export positions of $20,983,031, purchase options on leased hopper cars of $5,137,335, deposits on 
commodity margin accounts of $1,871,049, and other deferred and prepaid expenses of $2,190,020. 


(6) FIXED ASSETS 


EO 

Cost Accumulated Net Book Net Book 

: i 7 Depreciation 7) ame yee 

Building $ 4,572,956 $ 3,668,063 $ 904,893 $ 1,005,280 
Building & office alterations 1,107,314 667,093 440,221 141,166 
Office furniture & equipment 4,378,011 2,487,074 1,890,337 19a 935 
Computer equipment 7,393,705 5,917,502 1,476,203 PT SO1 456 
Automobiles 690,401 296,527 393,874 441,849 
Hopper cars 80,097,904 9 ASO 168 Be Oa aeF a eee, 
$104,939,951 $60,777,024 «$44,162,927 $47,304,606 


Two thousand hopper cars were purchased by the CWB in 1979-80 having an original cost of $90,555,623. Of 
these 2,000 cars, 83 cars have been wrecked and dismantled leaving 1,917 still in the fleet. The CWB is 
reimbursed for destroyed cars under an operating agreement with the Canadian National Railway. 
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BORROWINGS 
Details of these borrowings are as follows: 
: eat cares Na OMn ee ar arma no LO 
Short term debt instruments and loans $5,923,783, 101 SS1OD03 Ti 719 
ae ee in A SODAS AB in als 19s yi! 911,979.620." 
$6,459,297,949 $6,492,291 399 
These borrowings fund the following: 
LO BS ET BI eda 
Funds on deposit from ordinary operations ($193,979,850) ($234,562,561) 
Borrowings to finance creditsales Da ROOD G2 COO, ites 0.020.055, 960 | 
$6,459,297 ,949 $6,492,291 399 


Of the total short term borrowings $4,069,850,631 (1995--$4,052,144,116) represents the Canadian 
equivalent of $2,960,106,648 (1995--$2,971,869,539) repayable in United States funds. Of the medium term 
borrowings, $535,514,848 (1995--$571,979,620) represents the Canadian equivalent of $389,493,671 
(1995--$419,493,671) repayable in United States funds. 


The CWB borrowings are undertaken with the approval of the Minister of Finance. Such borrowings 
constitute direct obligations of the CWB and as such constitute borrowings undertaken on behalf of Her 
Majesty in Right of Canada. 


ACCRUED EXPENSES AND ACCOUNTS PAYABLE 


CAIN ASI i Re Ren AN gt EO 
Deferred sales revenue $ 33,577,806 $10,654,576 
Accounts payable Seo me: 46,216,861 

Expenses incurred subsequent to July 31 for marketing activities 
om penaive: the curmentiyear pool accounts); 0 38,944,905 32,755,106. 
$107,957,005 $89,626,603 
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ie The Canadian Wheat Board 


LIABILITY TO AGENTS OF THE CWB 
1996 1995 


For grain purchased from producers $ 957,709,932 $494 333,230 
For deferred cash tickets) al 202,006,228 157,373,931 
$1,159,716,160 $651,706,561 


Grain purchased from producers 

Grain companies, acting in the capacity of agents of the CWB, accept deliveries from producers at country 
elevators and pay the producers on behalf of the CWB based on the CWB’s initial price in effect. Settlement is 
not made by the CWB for these purchases until delivery to the CWB is completed by its agents at terminal or 
mill position. Liability to agents for grain purchased from producers represents the amount payable by the 
CWB to its agents for 3 951 298 (1995--2 738 135) tonnes of grain on hand at country elevator points and in 
transit at July 31 for which delivery to and settlement by the CWB is to be completed subsequent to the year 
end date. 


Deferred cash tickets 
Grain companies, acting in the capacity of agents of the CWB, deposit with the CWB in trust an amount equal 
to the deferred cash tickets issued for CWB grain. These funds are returned to the grain companies to cover 


producer-deferred cash tickets maturing predominantly during the first few days of the following calendar year, 


LIABILITY TO PRODUCERS 
1996 Wien 


Ouundne tee Henle at ae Bi 


Wheat $153,398,037 $152 012514 
Durum 64,589,083 | TLO.818. 965 
Oats 3,021 S021 
Barley 8,899 593 ON TOO 4S: 
Designated Barley (0 un Oya co 19,067,706 14,001,596 
AMINO ILS 1 287998, 00 
Cate uae earnings to ces ne 
Wheat 157,448,989 200 273 tte 
Durum 97,308,668 210,835,408 
Barley LO.821578 2007232 
Designated Barley (yin meu Navas 33,696,550 33,049 0681): 
$545,233,829/ $801,177,621 


Ae a ER Ae A tata ctinciaah >: > 2 > 


PROVISION FOR FINAL PAYMENT EXPENSES 


The amount of $5,805,860 (1995--$6,053,405) represents the balance of he CWB reserve for final ae 
expenses of pool accounts that have been closed. Six years after particular accounts have been closed, the 


remaining reserves for these pools may be transferred to the special account by Order-in-Council. 


(12) 
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SPECIAL ACCOUNT-NET BALANCE OF UNDISTRIBUTED PAYMENT ACCOUNTS 

In accordance with the provision of Section 39 of the Canadian Wheat Board Act, the Governor in Council 
may authorize the CWB to transfer to a Special Account the unclaimed balances remaining in payment 
accounts which have been payable to producers for a period of six years or more. In addition to providing for 
payment of proper claims from producers against these old payment accounts, the Section further provides 
that these funds shall be used for purposes as the Governor in Council, upon the recommendations of the 
CWB, may deem to be for the benefit of producers. 


LEASE COMMITMENTS 

The CWB, as an agent of Her Majesty in Right of Canada, is the lessor of 2,000 covered hopper cars for the 
Government of Canada. All lease costs are recoverable from the government and are not a charge to the 
operations of the CWB. Total payments associated with leases in the year ended July 31, 1996, amounting to 
$20,248,521 (1995--$19,985,536) have been recovered by the CWB. Lease terms are for 20 and 25 years. 


OFF BALANCE SHEET FINANCIAL INSTRUMENTS 

The CWB enters into hedging transactions for the sole purpose of matching its assets and liabilities and 
hedging market risk exposure. These transactions are designed to reduce the CWB's exposure to mismatches 
in revenue and expenses resulting from fluctuations in interest rates and foreign exchange. These transactions 
include interest rate swap contracts, cross-currency interest rate swap contracts and currency swap contracts. 


The CWB also transacts foreign exchange contracts and foreign exchange options with financial institutions 
with the objective of hedging currency exposure arising primarily from grain sales. By hedging the CWB's 
currency exposure, risk to adverse currency movements is eliminated. 


The CWB manages its exposure to the risk of non-performance by the counterparty by contracting only with 
financial institutions having a very high credit rating qualified to the CWB's standards, which are fully in line 
with those issued by the Department of Finance to Crown corporations. 


As at July 31, the total notional amount of these off balance sheet financial instruments, all either maturing or 
rate re-setting within one year, is as follows: 


Mere act AIO ye 1999 
Notional Notional 
amounts amounts 
NG Lose e He oe eye USS 
Interest rate contracts 

Single-currency interest rate swaps $ 506,000,000 $ 349,500,000 
Cross-currency interest rate swaps 89,493,671 89,493,671 
; 1,278,999,594 438,993,071 

Foreign exchange contracts 
Foreign exchange forward contracts 644,429,910 752,855,783 
__ Foreign exchange option contracts. se 20,000,000 eee tee 
664,429,910 752,855,783 
$1,943 ,429,504 $1,191,849,454 


There were no Canadian dollar denominated interest rate swaps or currency swaps outstanding at July 31, 1996. 
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(15) SALES 


Net sales are calculated as follows: 


(a) Wheat pool account 


Completed sales to July 31 
Sales completed subsequent to July 31 


Weight losses in transit and in drying 


Deduct: 
Grain acquired from other 
than producers 


Aen Oa 1996 
a Tonnes Amount 
12 998 103. $3,375,684,928 
3 157 890 840,641,828 
ELS 
16156 (09"'4216,326)756 
78 901 17,486,232 
386,737,816 


Sales used to value prior pool account 1725 355 


Net sales of Witteat 


14 352.453 $3,802,102, 708 


The disposition of wheat stocks in tonnes is segregated as follows: 


Domestic sales 
Export sales 
Sales to subsequent pool account 


Weight losses in transit and in drying _ 


(b) Durum pool account 


Tonnes 


TO\( 39) 452) 


3 082 926 
2 


1O'S20 55D 


98 009 
2 081 888 


Completed sales to July 31 
Sales completed subsequent to July 31 
Weight losses in transit and in drying _ 


Deduct: 
Grain acquired from other 
than producers 


POi4 OCF 1 683 407 
11 323.426 13,409, 616 
3 IS0 890 Wi 25, 359 
WIEN: oe PAW ire 
16 156 709 161820 995 
oO 1996 
i i i TONNES, __ Amount Tonnes 
2:936 915.3 905.424 146 3 628 943 
1 836 819 452,585,664 1540/1960 
136 Lolo 
ALI ACO! AS 3S OOO. OL) 4900 (49 
20 0LE 6,294,013 ee ta 
(1a 969 221 sola 865 399 


Sales used to value prior pool account 


Net sales of Durum 


3 973 384 $1,130,364,370 


The disposition of durum stocks in tonnes is segregated as follows: 


I UCIT TIIIIIInIUESIE SI ENE 


1995 


Amount 


$2602, 746,107 
678,661,192 


B28 L 01 299 


13,242,094 


FO 5 93) 50 
14640 058 $2,919 (71 609 


1995 


Amount 


-§ 899,335,973 
379.442.414 


L278 718387 


| BB20410) 


4003 116 $1,093,205 512 


Domestic sales 2227/50) 182 203 

Export sales Bt 953 4 Olt O61 

Sales to subsequent pool account 979 0351 TULA 909 

Weight losses in transit and in drying 1.736 LO 
4775 470 VASO Te 0G ; 


naa aren cen radon eement aan emeee arena een meaner retionimnrpan mpatoaimomitam momamenomemannnn recone ee er EE EY 


ip The Canadian Wheat Board i \ \ wan i 


(16) 


(c) Barley pool account 


129 ad ue 19D 
oes Amount) tonnes) Amount 
Completed sales to July 31 931 288 $202,268,278 WP Dalsyi es $145,220,286 
Sales completed subsequent to July 31 379 501 70,071,525 59 774 6,423 461 
Weight losses in transit and in drying _ BU nN Chola POOR eos ola 
1 310 840 272,339,803 1 337 005 ID M648.747 
Deduct: 
Grain acquired from other 
than producers 15250 26153715 1 050 110,101 
Sales used to value prior pool account _ DO a) 2 NOT 099 ihe 2 LOU ne, 3 15220;962 
Net sales of Barley 1267781 $266,619,989 WOD9'055) $120 312,684 
The disposition of barley stocks in tonnes is segregated as follows: 
Domestic sales 16 825 26 599 
Export sales 914 463 1 281 089 
Sales to subsequent pool account 379 501 27 809 
Weight losses in transit and in drying 51 a ue Os 2 
1 310 840 1 337 005 
(d) Designated Barley pool account 
u i" pa ache aoe NL TEPER AN MARNE AEE 2 
Tonnes 1): Amount 7 7 onnes, 7 5 HAO 
Completed sales to July 31 2/264 045 7 9° $550,992,796 2104 155 $359,685 ,342 
Sales completed subsequent to July 31 286 555 69,311,513 156 086 32,457,898 
Weight losses in transit and in drying TAR eee CIs ee | 
2 550 600 620,304,309 2 260 241 392,143,240 
Deduct: 
Grain acquired from other 
than producers 1 095 et LZ eae Sa PRG Se 
Net sales of Designated Barley 2 549 505 $620,029,297 2,260,241 $392,143,240 
The disposition of designated barley stocks in tonnes is segregated as follows: 
Domestic sales 337 587 360 700 
Export sales 2194 138 1.899 541 
Sales to subsequent pool account LS 2 E e es A eed 
2 550 600 2 260 241 


RESTATEMENT OF PRIOR YEAR’S BALANCES 
Certain of the prior year’s balances have been restated to conform with the current year’s presentation. 
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Tablel 


Acreage of Principal Grains in the Western Canadian Provinces 
1987 to 1996 Thousand Acres 


Yeat Wheat Durum Wheat Oats Barley Rye Flaxseed! Canola Total 
1987 24 230 5 400 32 630 2 520 11 240 725 1 460 6 560 sa lem, 
1988 yore) 5 600 3D 425 2 720 9 260 581 1 240 9 010 D> 936 
1989 26 325 6 450 S213 3 480 1G 535 1 189 1 480 PA2Q5 56 584 
1990 29 355 3-220) DA OTO ZALD 10 665 984 1 790 6 330 56 819 
YOO} 20512 +971; 34 433 1 685 0450 389 1233 7 696 54 886 
POOZ 29°123 3 605 33.328 2 590 8 410 328 625 7 490 sy eral 
1993 26 419 3 560 2299 2 900 310 372 1 250 10 090 53 961 
1994 20 250 > 630 25 900 3 330 305 413 1 780 14 165 54 893 
1995 2VAIO 2» 250 26 660 2 650 10 015 348 DAS) 12 940 54 738 
1996? poy es 5 180 30 352 3 895 11 440 oe 1 420 8 547 56 031 
10-Year 26 092 5 084 31 176 2 825 9 969 Dit 1 440 8 995 54 975 


Average 


1 Flaxseed acreage for British Columbia not available. 
2 Preliminary: Subject to revision. 


Source: Statistics Canada 


Tablell 


Yield of Principal Grains in the Western Canadian Provinces 
1987 to 1996 Kilograms per Acre 


All ; 
Year Wheat Durum Wheat Oats Barley Rye Flaxseed Canola Total 


1987 nS (Ee 768 OS EL9 Bylo) 480 563 814 
1988 407, Saal 469 901 993 451 264 465 aD 
1989 (Dk 642 718 Hie 1 001 645 336 aa 728 
1990 896 804 882 888 Wea 565 49 509 873 
199] 901 OBye 906 859 1 108 (Ae, pyils) 543 878 
1992 850 870 852 890 45 7608 539 13 848 
1993 872 GES) 881 1 086 1 269 182 502 oat 887 
1994 834 820 831 996 Pt57 852 Och 507 804 
1995 881 885 882 967 1 209 ies 520 492 839 
1996! 984 908 Ot 1055 I Sielh Ti 394 584 976 
oe 822 789 816 939 LO 679 479 Di 822 


1 Preliminary: Subject to revision. 
Source: Statistics Canada 
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Tablell| 


Production of Principal Grains in the Western Canadian Provinces 
1987 to 1996 Thousand Tonnes 


Year Wheat Durum Wheat Oats Barley Rye Flaxseed Canola Total 
1987 21-045 4 014 2) '059 ZADe 12 580 319 701 3 690 44 856 
1988 12 674 1 908 14 582 2.401 9199 250 328 S194 31 001 
1989 19 390 4 140 23 530 2092 10 542 767 498 SES4 421s 
1990 26 304 4197 30 501 2497 122230 556 889 5225 49 596 
199] 26 603 4 586 31 189 Aa 1O'4 75 289 635 2 Fie) 43 214 
1992 25.293 3 138 23 393 2 304 9 633 252 Bot 3 843 44162 
1993 23 042 3 358 26 400 3 148 11 886 2o%. 627 5 486 47 838 
199% 16 883 405) 21317 Bi oii) 10 768 S22 968 i 1Oe 44 108 
1995 18 865 4 648 23 914 2202 12 Wiz 262 1105 6 368 45,925. 
1996° 24 (02 4 103 29 465 4 iT 14 996 219 843 4991 54 684 
10-Year 21482 319353 2): 415 2 668 LE ie Be 367 693 Ay (OSH 45220 
Average 


1 Flaxseed production for British Columbia not available. 
2 Preliminary: Subject to revision. 
Source: Statistics Canada 


Canadian Production of Principal Grains 
1987 to 1996 Thousand Tonnes 


Year Wheat Durum Wheut Oats Barley Rye Flaxseed’ Canola Total 
1987 21 931 Se (Qa 25) aS aS Syil 13 916 409 701 3 (20 47 648 
1988 14 005 1 908 15 913 DED) 10 326 DUT 328 By PAS! 34 003 
1989 20 657 a0 240190 3 265 11 784 806 498 Sy PANY) 44359 
1990 27.902 4 197 32 099 2 692 Sy arse 599 889 3 266 52 987 
1991 27 360 4 586 B31 946 | 794 TEE ON 339 635 Gs Dipl SUS DS: 
TOO? 26 741 3 138 29 879 2 829 11 032 278 23/f 3 872 48 226 
1993 23/813 3358 Dif es 3 549) LL 319 627 Do O22 
1994, 18 298 4 635 22,933 3 638 11 690 IDE 968 233 46 860 
1995 20 369 4 648 25017 BASINS) 137035 310 LOS 6 436 48 761 
1996’ 2) 192 4 703 SON Os Ae OMA (Sy SEZ 322 843 5 037 56 982 
10-Year 22 693 3,983 26 625 3 090 LEZ De 406 693 4 674 48 060 


Average 
1 Flaxseed production for British Columbia not available. 


2 Preliminary: Subject to revision. 
Source: Statistics Canada 
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TablelV 


Producer Marketings - Western Canadian Grains 
1986-87 to 1995-96 Thousand Tonnes 


All 
Year Wheat Durum Wheat 
1986-87 19 518 2935, 22 452 
1987-88 19 577 Baan 22 818 
1988-89 12 099 AOU: 13 890 
1989-90 LE UOXe) 3,642 ZO GAZ 
1990-91 22 680 3430 26 110 
199]-92 DE TOM 3 598 26 329 
1992-93 DM SS 2 687 24 211 
1993-94 19 264 3 492 22 ia> 


1994-95 16 388 A302 20 690 


1995-96' 15 380 Sy; 1O:314 
10-Year 18 626 3 305 210354 
Average 


1 Preliminary: Subject to revision. 
Source: Statistics Canada 


TableV 


Primary Elevator Shipments 
1986-87 to 1995-96 Thousand Tonnes 


All 
Year Wheat Durum Wheat 
1986-87 19 849 DDO) 22 399 
1987-88 20 578 3 593 24171 
1988-89 1205; 1851 14 056 
1989-90 16 519 3 548 20 067 
1990-9] 20 740 3 254 23 994 
1991-92 UD DSS; Bir 25 812 
1992-93 ZOMG 2 646 22 062 
1993-94 18 541 3 169 21-710 
1994-95 18 119 4 444 2250 
1995-96! 14 216 BOBS IN7E oS 
10-Year LS 3 225, 2533 
Average 


| Preliminary: Subject to revision. 
Sources: Canadian Grain Commission for 1995-96 
All previous years - Statistics Canada 
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Oats 


500 
616 
1 104 
849 
617 
Dot 
1 059 
eauls 
S27 
1 629 


EO27 


Oats 


445 
D295 
1 043 
626 
370 
376 
a2 
We igeS, 
1 480 
Ss 


788 


Barley 


{48 
5993 
5) (il 
5 619 
6 507 
lost 
4,985 
Ons, 
5 897 
6 237 


2» 919 


Barley 


7 508 
DOUG: 
D221 
SAS) 
5 985 
5 019 
4305 
5 891 
6 O10 
oC 


D> (34 


Rye 


308 
20% 
182 
431 
378 
276 
2, 
202 
258 
241 


PO 


Rye 


197 
239 
181 
362 
318 
223 
187 
139 
226 
209 


228 


Flaxseed 


787 
625 
333 
409 
561 
SMS 
383 
604 
839 
948 


600 


Flaxseed 


625 
DFE 
340 
Sy 
312 
387 
358 
spy) 
eo 
668 


492 


Canola 


3364 
3 328 
BS 
3 062 
2971 
Sail 
35153 
Sil4D 
6 376 
5 487 


ALO 


Canola 


2 148 
22 
2o24 
DAS? 
Doi 
2518 
2 540 
4 082 
AW eit 5) 
3 997 


DOTS 


Total 


34 959 
33 676 
24 153 
31112 
SEAS, 
36 538 
34 615 
36 343 
35 886 
33 855 


33 888 


Total 


33/322, 
Soto 
23 365 
29 682 
33 376 
34 335 
30 895 
33 489 
35 878 
ZOOS 


SI1>a9 


Table V| 


Stocks on Farms in Western Canada as at July 31 
1987 to 1996 Thousand Tonnes 


10-Year 


Grain 1987 1988 1989 1990 199] 1992 1993 1994 1995 1996' Average 
Wheat Ay DDS 2 660 655 530 1700 2300 500M >> DDD 685 2 040 
Durum 425 500 es 160 520 1 130 1075 41D 105 240 aS 
Oats 820 730 400 690 730 420 500 730 565 290 588 
Barley 1 330 PtOO 990 930 S325 1 385 1 605 QOS 985 825 74; 
Rye 220 165 80 205 210 100 2» 45 45 15 Il 
Flaxseed 145 110 30 ANS DENS 260 130 45 35 4p 106 
Canola 170 145 420 205 140 330 110 at) 190 655 PAA 
Total TSO OUI Tow DE TSyay Ste) 3) SPAS) OS45. (6570; 12.480 2452, -§4:903 


1 Preliminary: Subject to revision. 
Source: Statistics Canada 


TableV 


Stocks in Commercial Positions by Grain as at July 31 
1987 To 1996 Thousand Tonnes 


10-Year 
Grain 1987 1988 1989 1990 199] 1992 1993 1994 1995 1996' Average 
Wheat 6523 3 644 3 544 4 540 7 O11 525356 6 731 6055 33 (0a)? 3918 5) IMS) 
Durum 1195 1 126 701 e202 1 047 LOG 982 1 258 W358 1 783 1173 
Oats 144: 207 Dil: WA 150 89 134 153 154 105 158 
Barley 1 602 1 200 P25 1 009 INAS 1 104 1471 1 376 765 913 236 
Rye 1605 159 141 7S 114 93 56 67 40 36 104 
Flaxseed 302 287 We? 39 1G} N7S 120 109 66 144 149 
Canola 449 491 694 544 259 404 582 285 399 546 465 
Total 10 380 7 114 i As 7 681 9 885 8477 10076 9 303 6 434 7 445 8 400 


1 Preliminary: Subject to revision. 
Source: Statistics Canada 
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Table VIII 


Canadian Wheat (Including Durum) Supplies and Disposition 
1986-87 to 1996-97 Thousand Tonnes 


Total 
Exports Outward 

Inward carryover Total Domestic Wheat and ~—- Carryover 

Crop Year August Ist Production Supplies Disappearance’ Flour July 31st 
Farm Commercial Farm ommercial” 
1986-87 770 7 799 BN Gifs 39 947 3°9603 2 489 20 781 Lis 
1987-88 4 997 Te TARE 25 945 38 659 ASS 2 924 23914 7 938 
1988-89 3 168 ay IAG 15 913 UBT 3 264 3121 P2409. 5 057 
1989-90 812 Ae WEY 24 796 29 853 3 099 2 895 17 418 6 442 
1990-91 700 (G2 32 098 38 540 3 085 3 040 ALN 10 285 
1991-92 BD Ah 8 058 31 946 A222 \ 3 862 Os. 29 379 10 066 
1992-93 Bias 6 612 29 879 39945 8} VT 4 096 20 328 T2EOS 
1993-94 4 480 ls Zi 232, BIA 4 458 4 546 19 304 UATE 7 
1994-95 3 805 7 312 22 933 34 050 4 162 B58 2 Onin 5 679 
1995-96 670 5 009 2S) OI 30 697 a LATE 38) 16 198 6 633 
10-Year 2 508 anes) 20/7 14 35 720 3703 B21 19 823 8 812 
Average 
1996-97° 932 Ow 30495 37 128 
1 A residual item. Farm disappearance is computed by adding inward farm carryover and production 
and deducting marketings and outward farm carryover. Commercial disappearance is computed by adding 
inward commercial carryover and marketings and deducting outward commercial carryover and exports. 
2 Human food consumption in 1994-95 amounted to 2 448 000 tonnes. In 1995-96, the amount was 2 430 000 tonnes. 
3 Preliminary: Subject to revision. 
Source: Statistics Canada 
Canadian Durum Supplies and Disposition 
1986-87 to 1996-97 Thousand Tonnes 
Total 
Exports Outward 

Inward carryover Total Domestic Durum and — Carryover 

Crop Year August [st Production Supplies Disappearance’ Flour July 31st 
Farm Commercial Farm Commercial } 

1986-87 60 A405 3 897 aio 598 243 1 990 1 620 
1987-88 pe 1s EI) 4014 SO; 698 a2) 2 789 1 626 
1988-89 500 26 1 908 3 534 Ae 181 2054 846 
1989-90 145 701 a7 1a) 4 986 482 294 2 847 1 362 
1990-9] 160 2.02 4 197 2 399 406 3) 35 9) 1 567 
1991-92 520 ISOs 4 586 6 152 378 478 3 091 2 206 
1992-93 1 130 1076 B38 Dia 506 501 2219 2.057 
1993-94 LOWS 982 33398 Sy dl 497 Ble 2 903 1703 
1994-95 44) 1 258 1000 0337 673 174 4 028 1465 
1995-96 105 W358 4 648 6111 580 287 S22 2023 
10-Year aor 1044 SV eey > 352 529 335 vied L647 
Average 
1996-97- 240 1 783 Ar TAOS: 6 726 


1 A residual item. Farm disappearance is computed by adding inward farm carryover and production and deducting marketings 


and outward farm carryover. Commercial disappearance is computed by adding inward commercial carryover and marketings 
and deducting outward commercial carryover and exports. 


2 Preliminary: Subject to revision. 
Source: Statistics Canada 
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TableX 


; Total 
Exports Outward 


Canadian Barley Supplies and Disposition 
1986-87 to 1996-97 Thousand Tonnes 


Inward carryover Total Domestic Barley and Carryover 

Crop Year August Ist Production Supplies Disappearance’ Barley Products July 31st 
Farm Commercial Farm Commercial 

1986-87 1 100 2 209 14 568 LESTE 6 660 1 341 6 719 Sy Al 5)7/ 
1987-88 lea): 1 602 13 916 Li OK3 6 870 LSS) 4 594 3 794 
1988-89 2 594 L200 10 326 14 120 6 096 2 394 2 840 2 790 
1989-90 1 0605 E25 Se 14 574 Onli 1 846 4 497 2 056 
1990-91 1 047 1 009 ey 4y4 ell 15 497 6 520 1 508 Aeieyes) 2 646 
1991-92 1 455 1191 oir 14 263 6 435 1 530 3 685 2 614 
1992-93 SHED PAlo4: 11 032 13 646 5 718 1 645 3013 BHT 
1993-94 1 800 ihapal 12 972 16 243 6 635 2 014 4 218 3 376 
1994-95 2 000 Wit 6 11 690 15 066 ONE 3 006 3 506 1 820 
1995-96 1055 7605 133035 14 855 6 954 3 AT 2 823 1 807 
10-Year 1518 1 365 12 438 By spall 6 480 D037 Ay (A 2133 
Average 
1996-97° 894 913 Toso My 719 


1 A residual item. Farm disappearance is computed by adding inward farm carryover and production and deducting marketings 
and outward farm carryover. Commercial disappearance is computed by adding inward commercial carryover and marketings 


and deducting outward commercial carryover and exports. 


2 Preliminary: Subject to revision. 
Source: Statistics Canada 


Exports of Canadian Grain and Grain Products 
1986-87 to 1995-96 Thousand Tonnes 


Oats and Barley and 


Oat Barley 
Crop Year Wheat' Flour’ Products Products Rye Corn’ Flaxseed* Canola’ fotal 
1986-87 20 353 430 2D: 6 719 201 143 692 2 876 SHEA! 
1987-88 MSS MWA: 642 286 oot DD, 409 628 3 461 33 116 
1988-89 12 128 291 728 2 840 113 30 458 3 216 19 804 
1989-90 ipo, 170 710 nF ail 295 Dey 49] 3 038 20479 
1990-91 21912 219 381 4 823 342 Ls) 504 Syl 31 476 
1991-92 My M35) 2a 351 3 685 226 986 459 3 820 Sy SI 
1992-93 20 156 WES 716 5/013 p> 184 Sil 3 005 27 960 
1993-94 19 033 201 pall AS 154 493 608 4 694 30 688 
1994-95 20 449 S22 Me 3 506 187 359 883 5 403 32 581 
1995-96" 16 000 198 L264: 2823 eal 565 856 4496 INS) B)(72 
10-Year 19 561 265 Uae a OH? 2S Sy) 602 33 IPMS} 29 506 


Average 


1 Includes durum. Wheat and durum exports include bagged seed wheat up to 1992/93 only. 
2 Wheat equivalent. 

3 Change of crop year starting 1993/94 (September to August). 

4 Includes oil and meal. 

5 Preliminary: Subject to revision. 

Source: Statistics Canada 


1995-1996 Annual Report 


TableX|| 


Canadian Bulk Wheat (including Durum) Exports by Areas and Countries 


1986-87 to 1995-96 Thousand Tonnes 


Country’ 


Western Europe: 

EU-15: 

Belgium and Luxembourg 
Finland 

France 

Germany, Federal Republic 
Greece 

Ireland 

Italy 

Netherlands 

Portugal 

Spain 

United Kingdom 

Total EU-15: 


Other Western Europe: 
Finland 

Iceland 

Malta 

Norway 

Switzerland 

Total other Western Europe: 


Eastern Europe: 
Armenia 
Azerbaijan 
Bulgaria 
Czech Rep. / Slovakia 
Germany, Democratic Republic 
Poland 

Russia 

Former U.S.S.R. 
Uzbekistan 
Total Eastern Europe: 
Total Europe: 
Africa: 

Algeria 
Angola 

Benin 
Botswana 
Burkina-Faso 
Cameroon 
Canary Islands 
Djibouti 

East Africa 
Egypt 

Eritrea 
Ethiopia 
Gabon 

Ghana 

Ivory Coast 
Kenya 

Lesotho 

Libya 

fali 
Mauritania 
Morocco 
ozambique 
Niger 

Nigeria 
Rwanda 
Senegal 
Somalia 

South Africa 
Sudan 
Tanzania 

Togo 

Tunisia 
Uganda 

West Africa 
Zaire 

Zambia 
Zimbabwe 
Total Africa: 


1986-87 
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1987-88 


336 
n/a 


1988-89 


190 
n/a 


nt 


1989-90 


140 
n/a 


1990-9] 


237 
n/a 


2 073 


1991-92 


244 
n/a 


O15 


1992-93 


207 
n/a 


1993-94 


376 
na 


1994-95 


1995-96° 


293 
14 


10-Year 
Average 


247 
n/a 


Canadian Bulk Wheat (including Durum) Exports by Areas and Countries 
1986-87 to 1995-96 Thousand Tonnes 


Country! 
Asia: 
Afghanistan 
Bangladesh 
Cambodia 


China, People’s Republic of 


Cyprus 
Hong Kong 
India 
Indonesia 
Iran 
Iraq 
Israel 
Japan 
Jordan 
Korea, North (DPR) 
Korea, South (ROK) 
Kuwait 
Lebanon 
Malaysia 
Nepa 
Pakistan 
Philippines 
Singapore 
Sri Lanka 
Syria 
aiwan 
Thailand 
Turkey 
United Arab Emirates 
Vietnam 
Yemen 
Total Asia: 


Oceania: 
Australia 

Fiji 

New Zealand 
Total Oceania: 


Western Hemisphere: 


Antigua 
Argentina 
Barbados 
Bolivia 

Brazil 

Chile 
Colombia 
Costa Rica 
Cuba 
Dominican Republic 
Ecuador 

El Salvador 
Grenada 
Guatemala 
Haiti Republic 
Honduras 
Jamaica 
Mexico 
Nicaragua 
Panama 

Peru 

Puerto Rico 

St. Christopher 
St. Kitts-Nevis 
St. Lucia 

St. Vincent 
Trinidad & Tobago 
United States 
Uruguay 
Venezuela 


Total Western Hemisphere: 


Total Bulk Wheat: 
Bagged Seed Wheat:’ 
Grand Total: 

n/a not applicable 


T Less than 500 tonnes. 
1 Changes in country status: 
EU-12 from 1985-86; unified Germany from 1990-91; EU-15 from 1994-95, includes Austria, 


1986-87 


vu, Saat 


1987-88 


1988-89 


291 
2812 


1989-90 


Former U.S.S.R. - 15 countries gained independence during 1991-92. 


Eritrea gained independence from Ethiopia during 1992-93. 


Political unification took place in Yemen during 1989-90. 
2 Preliminary: Subject to revision. 


3 Not available from 1993/94. 
Sources: Canadian Grain Commission for 1995-96 


All previous years - Statistics Canada 


1990-91 


660 


680 
2817 


21911 
1 
21 912 


1991-92 


242 
7 184 
8 

7 

209 
632 

1 158 
1478 
296 
745 
222 
216 


270 
13 


1992-93 1993-94 
2 19 

160 108 
3469 1904 
7 8 

847 14 
801 690 
T4is. 1267 
3 5 

99 99 
1469 1475 
‘ 4 

293 : 
2014 ~=—- 2629 
B : 
146 128 
457 Z 
123 37 

7 14 

54 : 

50 35 

: ee 
11455 8545 
10 : 

44 
54 11 

12 B 

1 136 1935 
236 371 
300 533 
223 40 

: 5 

137 159 

: 40 

: 35 

42 44 

56 4] 
551 908 
57 154 

1 399 2845 
30 72 
282 164 
4568 7429 
20154 19 033 
o n/a 

20 156 n/a 


Finland and Sweden. 


1994-95 


128 
5 
5173 


11 576 


UW WN 


~tN 


WN 
OO, MBit MON, 


~ 
N 


Oi di 


i 499 


449 
4653 


20 449 
n/a 
n/a 


1995-96 


10 
141 


931 
806 


9 
1517 


928 
402 

3 965 
16 000 
n/a 

n/a 
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TableXll| 


Canadian Bulk Durum Wheat Exports by Areas and Countries 
1986-87 to 1995-96 Thousand Tonnes 


10-Year 

Country’ 1986-87 1987-88 1988-89 1989-90 1990-91 1991-92 1992-93 1993-94 1994-95 1995-96 Average 
Western Europe: 

EU-15: 

Belgium and Luxembourg 14 78 52 66 102 114 93 340 315 277 145 
Finland - n/a n/a n/a n/a n/a n/a n/a n/a 21 i n/a 
Germany, Federal Republic 1D? 6) 10 - = Z - E : 3 3 
Italy 480 232 214 155 107 106 108 184 339 269 219 
Netherlands 29 6 - - - 7 26 33 19 69 19 
Portugal . - 6 29 8 ; 2 = 5 ‘i 4 
Spain. - - - 15 - - - - 49 19 8 
United Kingdom 5 2) 1] 9 10 Be = iG 7 = 6 
Total EU-15: 540 328 293 DIA 227 231 LY, 565 750 648 408 
Other Western Europe: 

Finland - = 7 a - - - - n/a n/a n/a 
Malta 36 - - E 5 - - 5 - - i 
Norway - 13 6 f 17 9 15 6 13 1 10 
Switzerland - - WE 24 9 4 - - 5 32 9 
Total other Western Europe: 36 13 30 42 26 1S; 15 6 18 44 24 
Eastern Europe: 

Czech Rep. / Slovakia ll 6 3 4 - = - = - : 2 
Germany, Democratic Republic 47 53 60 61 n/a n/a n/a n/a n/a n/a n/a 
Poland - - - 33) - - 25 A OAT 38 Wye 
Russia n/a n/a n/a n/a n/a n/a 10 - - - n/a 
Former U.S.S.R. 498 992 714 1 095 1185 1 294 n/a n/a n/a n/a n/a 
Total Eastern Europe: 556 1051 777 1 193 1185 1 294 35 43 27 38 620 
Total Europe: ipiisy? 1 392 1 100 1 509 1 438 1 538 DHT 613 796 730 1 053 
Africa: 

Algeria 423 611 326 605 809 363 545 LOU 1893 1 128 778 
Eritrea n/a n/a n/a n/a n/a n/a n/a - - > n/a 
Ethiopia - + - 4 - 25 ll 8 Us 31 10 
Libya 136 96 78 170 - 97 94 222 201 97 119 
Mauritania - & - - 5 - 3 - - - 2 
Morocco - - - 27 - 14 - - 223 20 
Mozambique - 8 - - - 16 - - - 2 
South Africa - - 2 2 : = ¥ = 12 13 2 
Sudan - - - - 32 ll - - - - of 
Tunisia - Ay 17 19 28 - . - 192 85 38 
Total Africa: 559 763 421 798 961 496 683 1245 PL Sy al 1 582 983 
Asia: 

China, People’s Republic of - - 15 30 - - - = - e 5) 
Cyprus 9 10 - - . 8 - - - - 5} 
Hong Kong - = S £ by 2 a x 2 1 au 
India - - - - 2 102 449 - - - 55 
Indonesia - - - - - 14 3 5 12 a2 aT 
[ran - - = 5 vi z 4 k a a ] 
Iraq a S = 61 2 - & ce 3 6 
Japan 79 94 118 141 145 129 164 64 122 155 121 
Korea, South (ROK) 20 58) - - - 2 : = : . 7 
Kuwait - - = 6 2 Z A = 3 2 it 
Lebanon - = 2 2 20 E é z 2 
Turkey = = - - 26 26 - 111 - 88 25 
Total Asia: 108 157 133 243 178 279 636 180 137 275 233 
Oceania: 

Australia : 2 : Z E 2 10 i i e l 
Western Hemisphere: 

Argentina - = = A 13 2 z is 26 a 4 
3razil : : - - - 5 - 3 4 11 2 
Chile - - - - 34 128 81 140 98 100 58 
Costa Rica z A = = a ez E Be! 3 = ip 
Cuba _ 58 64 AT ibe 30 20 - - - 9 24 
Dominican Republic 5 z Es i D ‘ y te Ht np 
Ecuador : 2 : i p 2 Z i 6 l 
Guatemala - - = : 7 - - 11 12 3 
Mexico : z 2 z Is ed i % 6 1 
Peru : 2 - - 4 6 25 35 76 73 22 
Jnited States 62 202 186 218 370 421 404 Sais 293 182 289 
Venezuela : 38 175 116 53 196 183 144 107 232 207 145 
Total Western Hemisphere: 158 441 349 288 647 Wes 654 838 743 606 550 
Grand Total: 1 957 Pogfays) 2 003 2 838 3 224 3 085 2 260 2 877 3 997 3 194 2819 


n/a not applicable 

T - less than 500 tonnes. 

1 Changes in country status: 
EU-12 from 1985-86; unified Germany from 1990-91; EU-15 from 1994-95, includes Austria, Finland and Sweden. 
Former U.S.S.R. - 15 countries gained independence during 1991-92. 
Eritrea gained independence from Ethiopia during 1992-93. 

2 Preliminary: Subject to revision. 

Sources: Canadian Grain Commission for 1995-96 

All previous years - Statistics Canada 


The Canadian Wheat Board 


TableX|V 


10-Year 
Country’ 1986-87 1987-88 1988-89 1989-90 1990-91 1991-92 1992-93 1993-94 1994-95 1995-96 iverade 
Western Europe: 
EU-15 
Other Western Europe 
Total Western Europe: 


Canadian Wheat Flour Exports by Areas and Countries 
1986-87 to 1995-96 Thousand Tonnes 


DAr 
pe 
Nee 
Nan 

Se bNN 


Eastern Europe: - 


As ape 
Oo WHY 
Ae anw 
Aa uanw 
As few 
WwW Bre wW 


1 
N 
wie 


Total Europe: 8 


Africa: 

Algeria - - ala 
Egypt : I 4 
Kenya = = = 
Morocco - - - 
Mozambique i 2 - 
Sudan - - 33 
Others 2 5 29 
Total Africa: D 6 Tal 


Asia: 

China, People’s Republic of 129 78 18 
Hong Kong - - 1 
lraq 5 ; 
Japan al 3 

Jordan i 3 13 
Lebanon - - 

Singapore e 5 © 
Syria - - 7 6 
Vietnam - - - - 
Yemen 18 18 2 21 
Others 55 67 1 19 
Total Asia: 202 169 66 53 


Western Hemisphere: 

Bahamas 5 

Barbados 2 
2 
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MCUN OR ARE WRE RN Ww 
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ONWOr, 
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' 

Cord. 

SC a ee 


wn 
aN 


Bermuda 

Colombia 

Costa Rica - 

Cuba i) ll 

Ecuador - 

El Salvador = 

Haiti Republic 2 

Jamaica 6 
1 


I 
WN RRs 


Hwee ap 


Nw 


OO, Nrnrnt 


\ 
ea ON ls es 
1 Wye 
aN 


Sy 


Leeward & Windward Islands 
Nicaragua 

Paragua 

Trundad & Tobago a 
United States 14 PG 
Others ui 8 
Total Western Hemisphere: 218 162 


Oceania: 

Tonga - - - . 1 
Others - - - - ] 
Total Oceania: - - - - D 


Grand Total: 430 342 291 170 219 23 


T - less than 500 tonnes. 


1 Changes in country status: : 
EU-12 from 1985-86; unified Germany from 1990-91; EU-15 from 1994-95, includes Austria, Finland and Sweden. 
Political unification took place in Yemen during 1989-90. 


Source: Statistics Canada 
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TableXV 


Canadian Malting Barley Exports by Areas and Countries 
1986-87 to 1995-96 Thousand Tonnes 


10-Year 
Country 1986-87 1987-88 1988-89 1989-90 1990-91 1991-92 1992-93 1993-94 1994-95 1995-967 Average 
Western Europe: 
Netherlands - 9 - - - - - - 6 - 2 
Eastern Europe: 
Poland - - - - - 2 - = 10 = 1 
Former U.S.S.R. - = = : 60 = n/a n/a n/a n/a n/a 
Total Eastern Europe: - : z = 60 > = = 10 = if 
Africa: 
South Africa - - - - - - - - 20 - 2 
Asia: 
China, People’s Republic of 185 263 139 - 122 498 166 252 384 379 239 
Hong Kong - - - - 42 - - - - - 4 
Japan - > = = * Aah 11 12 59 83 18 
Korea, South (ROK) . - - - - 15 - 17 35 20 9 
Total Asia: 185 263 139 - 164 523 Leia 281 478 482 269 
Oceania: 
Australia - - - - - - - - 25 18 4 
Western Hemisphere: 
Brazil - - - - - - - - 30 56 9 
Chile - 10 - - - - 2 ¢ 4 5 D 
Colombia 90 80 40 20 56 116 67 25 88 146 3 
Ecuador 15 31 8 - 16 15 vA 2) 10 28 13 
Mexico - - 20 - - x if Z 2 2 2 
Peru = - 6 ih - - 2 é 2 a i 
United States 39 106 aS 154 341 281 84 546 72) 692 308 
Total Western Hemisphere: 144 226 186 181 413 412 159 576 849 OG 407 
Grand Total: 329 498 325 181 637 935 336 857 1 388 1 426 691 


n/a - not applicable 
1 Changes in country status: 
Former U.S.S.R. - 15 countries gained independence during 1991-92. 
2 Preliminary: Subject to revision. 
Sources: Canadian Grain Commission for 1992-93 to 1995-96 
All previous years - CWB 


The Canadian Wheat Board 


TableX VI 


Canadian Bulk Barley Exports by Areas and Countries 
1986-87 to 1995-96 Thousand Tonnes 


7 : 5 
n/a n/a n/a n/a 
487 - 81 = 
n/a n/a 148 - 
1 194 Sy D> n/a n/a 
1 681 ey 229 - 
1 688 372 229 - 
50 - z 5 
- - 71 HS; 
50 - 7h 25 
122 498 166 252 
42 - - = 
153 - - 
966 982 951 1018 
AS) - - 
- 15 - ily 
s s 4 3 
993 801 984 DAL 


58 116 70 25 

16 15 if > 

13 70 17 25 

: : 2 5 

389 473 174 1 856 
Aled 673 270 1 911 
4 536 3 341 2 704 3 836 
287 344 309 381 


Country! 1986-87 1987-88 1988-89 1989-90 1990-91 1991-92 1992-93 1993-94 
Western Europe: 

EU-15: 

Belgium and Luxembourg - 15 - - 
Italy 32 - = = 
Netherlands - 9 - 2 
Portugal 45 21 9 

Spain 32 : - - 
Total EU-15: 109 45 9 

Eastern Europe: 

Germany, Democratic Republic 467 260 176 276 
Poland - - . : 
Romania 284 - - - 
Russia n/a n/a n/a n/a 
Former U.S.S.R. 2 149 208 - 914 
Total Eastern Europe: 2 900 468 176 1 190 
Total Europe: 3 009 513 185 1190 
Africa: 

Algeria = 1 2 4 
Egypt z 32 > - 
Libya - - - - 
Morocco - - - - 
South Africa - = 2 2 
Total Africa: - 38, - - 
Asia: 

China, People’s Republic of 285 278 123 26 
Cyprus 69 42) = - 
Hong Kong - - = - 
Tran - NOB 63 218 
Traq - 111 115 282 
Israel 198 65 53 - 
Japan (ou 900 698 843 
Jordan 26 - - : 
Korea, South (ROK) = = z = 
Lebanon - 3 - - 
Malaysia - 4 

Philippines 13 100 - . 
Saudi Arabia 1 941 1 678 1091 1 358 
Syria - 17 - - 
Taiwan - 69 - - 
Turkey - - - 23 
United Arab Emirates - - - 50 
Total Asia: 3 263 3 389 2 143 2 800 
Oceania: 

Australia - - - - 
New Zealand - - - - 
Total Oceania: - - - 

Western Hemisphere: 

Brazil - - = - 
Chile - 10 - - 
Colombia 90 80 40 20 
Cuba 33 38 - - 
Ecuador 2] ail 8 - 
Guatemala - = - - 
Mexico - - Psp - 
Panama - 3 - - 
Peru - - 6 6 
United States 118 278 213 214 
Total Western Hemisphere: 262 439 289 240 
Total Barley: 6 534 4 374 2617 4 230 
Malt (Barley Equivalent): 185 220 223 267 
Grand Total: 6 719 4 594 2 840 4 497 


n/a - not applicable 

T - less than 500 tonnes 

1 Changes in country status: 
EU-12 from 1985-86; unified Germany from 1990-91; EU-15 from 1994-95, 
Former U.S.S.R. - 15 countries gained independence during 1991-92. 

2 Preliminary: Subject to revision. 

Sources: Canadian Grain Commission for 1995-96 

All previous years - Statistics Canada 


4 823 3 685 3 013 4218 


includes Austria, Finland and Sweden. 


1994-05 


1995-96 
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TableXVIL 


Clearances of Canadian Bulk Grain‘ by Port Areas 
1986-87 to 1995-96 Thousand Tonnes 


Prairie 
Crop Year Atlantic St. Lawrence* Thunder Bay Churchill Pacific Elevators Total 
Coast Direct Coast Direct 
1986-87 Soy) TSS We DDS 16 068 60 30 225 
1987-88 582 Ligi3c TOs 569 17 009 319 30 720 
1988-89 402 ap hu5 MBS 50 11 863 359 17 942 
1989-90 Wey 6 304 1 037 309 16 436 ii Mee (OLE 
1990-91 12 10 763 709 376 16 515 861 29 336 
1991-92 116 9252 914 233 LOOT 1 297 31 784 
1992-93 WG: DOS 1 280 250 17 929 Ih Bx) 25 936 
1993-94 12) 4 435 2 824 24 16 481 3 378 27 480 
1994-95 65 Do 3228 291 18 398 2 094 29 590 
1995-96° 13 ay ae Wao: 220 14853 1 889 22,934 
10-Year ph) 7 285 1 488 BLO 16 552 2k 27 067 
Average 
1 Includes wheat (excluding bagged seed), oats, barley, rye, corn, flaxseed, and canola. 
2 Includes shipments from ports along Great Lakes and wheat shipments via Ontario Country Elevators. 
3 Preliminary: Subject to revision. 
Source: Canadian Grain Commission 
Western Canadian Food Aid Shipments 
1995-96 Thousand Tonnes 
CIDA World Food Pregram - Total 

Country Wheat Flour' Sub-Total Wheat Flour! Sub-Total Wheat Flour’ Total 
Algeria - - - . 14 ee - es i 
Bolivia 7.6 - 7.6 ea - ON 19.7 - Lowe 
China - - - (ibe - Fa ee EleD - (led 
Colombia - - - 8.6 - 8.6 8.6 - 8.6 
El Salvador - - - 4.6 - 4.6 4.6 - 46 
Eritrea Dy - Def - - - Sy - J2 
Ethiopia 22.9 - 22.9 - - . 22.9 - 22.9 
Ghana 10.1 - 10.1 - - - 104 - TOs 
Mauritania - = - 8.2 - 8.2 8.2 - 8.2 
Mozambique 21.6 - 21.6 . - - 21.6 - 21.6 
Peru : ’ 5.6 - 5.6 5.6 - 5.6 
Senegal - - . pag - Qf Pa - 27 
Tunisia - . - tal - sie eG - ae 
Yugoslavia ; : - . 0.1 0.1 - 0.1 0.1 
TOTAL 67.4 - Os: 120.6 15) ad 188.1 LS T3925 
CFBA: Cuba 3 200 tonnes; Ethiopia 8 388 tonnes; 11.6 

Grand Total 2011 


1 Flour expressed in wheat equivalent. 
Source: CWB 


The Canadian Wheat Board 


TableXIX 


Canadian Wheat Board Exports Under Credit Agreements 


1986-87 to 1995-96 Thousand Tonnes 


Wheat/Durum' 


Algeria 
Bangladesh 
Brazil 
Colombia 
Cuba 
Egypt 
Ethiopia 
Iran 

Iraq 
Israel 
Jamaica 
Mexico 
Pakistan 
Russia 


Former U.S.S.R. 


Uzbekistan 
Yemen 


Total: 
Barley’ 
Tran 
Iraq 


Israel 
Russia 


Former U.S.S.R. 


Total: 
Grand Total: 


n/a - not applicable 
1 Changes in country status: 


1986-87 


1987-88 


1988-89 


1989-90 


Former U.S.S.R. - 15 countries gained independence during 1991-92. 
Political unification took place in Yemen during 1989-90. 


Source: CWB 


1990-9] 


1991-92 


1992-93 


1993-94 1994-95 1995-96 
T45 - - 
590 Soy 264 
830 1181 806 

31 20 - 

d 208 : 

n/a n/a n/a 

Z 07 x 

2 196 1 863 1 070 
- 53 

n/a n/a n/a 

: - 53 

2 196 1 863 1 12s! 
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10-Year 


Average 


Table 


Total Eastern Transportation and Handling Costs for Wheat 
Rates Basis Opening of Navigation 
Dollars Per Tonne 


1992 
Elevation’ $5.580 
Weighing, Inspection’ and 
Warehouse Receipts Cancellation’ 0.860 
LSCA Charges* 0.055 
Thunder Bay Fobbing Costs: $6.495 
Lake Freight (including Bunker Fuel) 
Thunder Bay to St. Lawrence 14.000 
Other Great Lakes Charges 1.295 
Eastern Transfer Elevators Inward Elevation 
St. Lawrence BOY 
Total Thunder Bay to St. Lawrence’ (all water): $24.540 


Receiving, weighing and delivery of grain. 


Fees of Lake Shippers Clearance Association. 


mM BW NN eR 


Includes lake freight rate as at opening of navigation. 


TableXXl 


Weighted Average Deductions From Farmers for Freight’, 
Country Elevation and Removal of Dockage 
Dollars Per Tonne 


1991-92 


Wheat Freight $9.91 
Country Elevation and Removal of Dockage —_—-10.99 


Total: $20.90 


Durum Freight 10:33 
Country Elevation and Removal of Dockage 10.81 


Total: $21.14 


Barley Freight 9.85 
Country Elevation and Removal of Dockage —-12.99 


Total: $22.84 


1 Figures do not include weighting for consigned rail car shipments. 


The Canadian Wheat Board 


1993 
$5.800 


0.860 
0.055 
$6.715 


14.000 
1S 5e) 


2.800 
$24.870 


Sampling and grading of grain by an inspector and issuing of inspection certificate. 
fo} 


1992-93 


$10.63 
11.05 


$21.68 


1120 
10.80 


$22.00 


10.63 
1292: 


$23.55 


1994 
$5.920 


0.860 
0.055 
$6.835 


142014 
ES > 


2.800 
$25.004 


Cancellation by Canadian Grain Commission of registration of Terminal Warehouse Receipts. 


1993-94 


$12.38 
11.08 


$23.46 


I28i 
10.80 


$23.67 


12.36 
12.90 


$25.26 


1995 
$6.040 


0.860 


0.055 
$6.955 


14.014 
TG59 


2.800 
$25.124 


1994-95 


$12.74 
Diet 


$24.19 


ISB 
11509 


$24.41 


12.60 
13.40 


$26.00 


1996 
$6.410 


0.860 


0.055 
$7.325 


14.515 
1.495 


2.800 
$26.135 


1995-96 


$31.38 
11.65 


$43.03 


29.10 
P25 


$40.36 


31.86 
13.50 


$45.36 


TableXX || 


Canadian Wheat Board Payments for No. 1 Canada Western Red Spring Wheat 
in store St. Lawrence or Vancouver, 1986-87 to 1995-96 
Dollars Per Tonne 


Final 


Pool Initial Adjustment Interim Final Realized 
Account Payment Payment Payment Payment’ Price’ 
1986-87 130.00 - - - 130.00 
1987-88 110.00 10.00 - 14.02 134.02 
1988-89 150.00 20.00 15.00 12.14 VOT 14 
1989-90 155.00 10.00 - genial Weal 
1990-91 135.00 - - 135.00 
1991-92 95.00 14.00 9.00 16.14 Wr les 
1992-93 112.00 12.00 15.00 17.82 156.82 
1993-94 105.00 30.00 11.00 18.01 164.01 
1994-95 110.00 67.00 10.00 8.59 195.59 
1995-96? 160.00 86.00 - 8.61 254.16 


1 Final payment and final realized price after deduction of CWB operating costs. 


2 Eastern pooling point changed from Thunder Bay to St. Lawrence. 


Source: CWB 

Canadian Wheat Board Payments for No. 1 Canada Western Amber Durum 
in store St. Lawrence or Vancouver, 1986-87 to 1995-96 

Dollars Per Tonne 


Final 


Pool Initial Adjustment Interim Final Realized 
Account Payment Payment Payment Payment’ Price’ 
1986-87 130.00 . - 20.20 150.20 
1987-88 110.00 15.00 - 44 36 169.36 
1988-89 175.00 15.00 - 14.48 204.48 
1989-90 150.00 - - 13.85 163.85 
1990-91 125.00 - = - 125.00 
1991-92 90.00 8.00 18.00 19.32 135232 
1992-93 108.00 12.00 15.00 23790 158.36 
1993-94 115.00 70.00 22.00 28.36 235-250 
1994-95 125.00 92.00 30.00 24.01 PAO 
1995-967 165.00 96.00 12.00 13S 286.13 


1 Final payment and final realized price after deduction of CWB operating costs. 
2 Eastern pooling point changed from Thunder Bay to St. Lawrence. 
Source: CWB 
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TableXXIV 


Canadian Wheat Board Payments for No. 1 Canada Western Barley 
in store St. Lawrence or Vancouver, 1986-87 to 1995-96 
Dollars Per Tonne 


Pool Initial Adjustment Interim Final 
Account Payment ‘Payment Payment Payment’ 
1986-87 80.00 2 = = 
1987-88 60.00 5.00 Z 9.08 
1988-89 120.00 o 2 42D 
1989-90 85.00 15.00 12.00 IDSs 
1990-9] 90.00 - - - 
1991-92 70.00 16.00 9.00 PSS) 
1992-93 88.00 : = 14.46 
1993-94 75.00 5.00 10.00 QF: 
1994-95 (5.00 25.00 2 Oe 
1995-96’ 115.00 82.00 = 8.49 


1 Final payment and final realized price after deduction of CWB operating costs. 
2 Eastern pooling point changed from Thunder Bay to St. Lawrence. 
Source: CWB 


TableXXV 


Canadian Wheat Board Payments for Special Select Canada Western 2-Row Barley 
in store St. Lawrence or Vancouver, 1986-87 to 1995-96 
Dollars Per Tonne 


Pool Initial Adjustment Interim Final 
Account Payment Payment Payment Payment 
1986-87 165.00 = 2 = 
1987-88 115.00 20.00 = 16.67 
1988-89 190.00 = 15.00 ITS) 
1989-90 115.00 55.00 25.00 19h 
1990-9] 125.00 12.50 8.00 9.29 
1991-92 90.00 32.00 9.00 11.00 
1992-93 110.00 30.00 7.00 13.80 
1993-94 94.00 20.00 10.00 10.62 
1994-95 110.00 54.00 7.00 OlLy/ 
1995-96° 145.00 92.00 - 11.99 


| Final payment and final realized price after deduction of CWB operating costs. 
2 Eastern pooling point changed from Thunder Bay to St. Lawrence. 
Source: CWB 


The Canadian Wheat Board 


Final 
Realized 
Price’ 


80.00 
74.08 
We) 
124.38 
90.00 
107.59 
102.46 
SESE 
101.94 
205.49 


Final 
Realized 
Price' 


165.00 
LSIO7 
22D 
210.91 
Mar yee 
142.00 
160.80 
13462 
LOG 
248.99 


1986-87 to 1995-96 


Crop Year Manitoba 
1986-87 24,600 
1987-88 MS) PO 
1988-89 24,810 
1989-90 24,090 
1990-91 2254 
1991-92 Oa 
1992-93 PINE SOS) 
1993-94 20,161 
1994-95 19,161 
1995-96 OATS 
Source: CWB 


TableXXVII 


Number of CWB Employees at July 31 
1987 to 1996 


Year Permanent 
1987 ZO. 
1988 448 
1989 ova: 
1990 430 
1991 439 
1992 446 
1993 ADS 
1994 4604 
1995 452 
1996 ASA 
Source: CWB 


TableXX VI 


Number of Canadian Wheat Board Delivery Permits issued to Producers 


Saskatchewan 


70,785 
70,686 
70,014 
68,938 
67,954 
66,591 
66,469 
64,169 
63,012 
61,462 


Britis 


Temporary 


42 
37 
35 
36 
34 
27 
32) 
58 
70 
69 


Alberta and 
h Columbia 


48,043 
48,280 
48,417 
A200 
4530) 
44,188 
42,048 
395359 
SO 
35,192 
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Total 


143,428 
ete 2 or 
143,241 
140,295 
136,949 
133,226 
130,086 
123,689 
119,844 
115,369 


Total 


504 
485 
409 
466 
ae 
ai 
506 
22 
522 
573 


TableXXVIN 


Summary of Crop Year Contracts as at July 31, 1996 


Grain/Grade Contract Per cent Moisture Train 
Series Called Runs 


Canada Western Red Spring Wheat 


1 CWRS 13.5% protein and higher A-D 100% ST/TF/DP All 
1 CWRS 13.5% protein and lower A-D 100% ST/TF/DP All 
2 CWRS 13.5% protein and higher A-D 100% ST/TF/DP All 
2 CWRS (all proteins) A-D 100% ST/TF/DP All 
3 CWRS A-D 100% ST/LE/DP All 


Durum Wheat 


1 CWAD 13.0% protein and higher A-D 100% ST/TF/DP All 
1 CWAD (all protein levels) A-D 100% ST/TF/DP All 
2 CWAD 13.0% protein and higher A-D 100% SPER DP. All 
2 CWAD (all protein levels) A-D 100% ST/TF/DP All 
3 CWAD A-D 100% ST/TF/DP All 
4&5 CWAD A-D 100% ST/TF/DP All 


Canada Feed 
Canada Feed Wheat A-D 100% ST/TF/DP All 


Canada Prairie Spring Wheat (Red) 
IPRS: DICIESIN A-D 100% SUEDE, All 


Canada Prairie Spring Wheat (White) 
1 &@ 2 CPSW A-D 100% ST/TF/DP All 


Soft White Spring Wheat 


1 & 2 SWS Select 9.9% protein and lower A-D 100% STU/TE/DP All 
1 &@&2SWS A-D 100% ST/TF/DP All 
3 SWS A-D 100% SALE P All 


Red Winter Wheat 
1 & 2 CWRW A-D 100% ST/TE/DP All 


Canada Western Extra Strong Wheat 


1 &@ 2 CWES A-D 100% ST/TF/DP All 

Barley 

Extra No.1 and 1 & 2 CW A-B 100% SUEDE All 
Cc 50% ST/TE/DP. All 

: D 100% ST/TF/DP All 

ST - Straight 

TF - Tough 

DP - Damp 

Source: CWB 


bist The Canadian Wheat Board 


TableXX|X 


Wheat production in the Major Producing Countries 
1986 to 1995' (thousand tonnes) 


China United Russian 
Year (PR.C.) EUV’ States India Federation’ Canada Ukraine’ Turkey Pakistan Australia Others Total 
1986 90295 22013 a6'896n) 47052 41434 — 31378 18411 19032 13 922 16778 118138 531349 
1987 SHIS405 GOL DLS) DGC SOL . AS Did 36 688 25945 1956555) 9185932 12 020 12369 118941 504 906 
1988 Op Aooe el toto oD 40 169 39/864 1.913 21709 20500 L267S 14054 119738) 500 147 
1989 OO SOMO STt > 420) 4 110 414 Sea OO 27400 16 200 14 419 14214 116405 537 196 
1990 DS 220 S45 Ono + -292 a 49S 50) 49596 32.099 30 374 20000 14 429 15066 123790 592 378 
1991 96.000 90'630  53°:890 55134 38900 31946 2B Sats 00) 14,505 10557 SNL 876) 545 2135 
1992 100500, ~84:907 67 135. ~55'690 46170 29879 19570 17 300 15 684 16184 115910 568 929 
1993 LOG 3907 30'3/3")) 65 220) 56 760 AS S00) 2 232 21030 16800 16 157 16900 106 423 557 285 
1994 LOLO00) 651533; 63 lov ~ S9I000 SOO mE2 2 085 IS Sd1 ey 144700 15218 9000 107829 524 332 
1995* 103000) (87/068 59411” (65400 30 100" 25:027 16 263 =: 15.500 17 000 16975 105 241 541 670 
10-Year Average 95749 81210 60212 53474 40840 26714 ZS S i730 14 608 14210 114-429" 540 341 


1 Includes durum. 
2 EU-12 member states from 1986; unified Germany from 1990; EU-15 from 1994. 


3 Production estimates are on a net-weight basis beginning 1986, i.e., excludes 
excess moisture or excess foreign material. 


4 Preliminary: Subject to revision. 

Sources: Canada - Statistics Canada 
United States - United States Department of Agriculture 
All other countries/total - International Grains Council 


TableXXX 


Exports of Wheat and Wheat Flour by Principal Exporters 
Distribution by Quantity and Percentage of World Trade Total 
1986-87 to 1995-96 (July-June)' (thousand tonnes) 


United 
Crop. Year Argentina Australia Canada EU’ States Others Total 
1986-87 4859 14 997 20 783 16 421 28 418 4 989 89 967 
4.8% 16.7% 23.1% 18.3% 31.6% 5.5% 100.0% 
1987-88 3 824 12232 23 516 15 879 43 429 7 998 106 878 
3.6% 11.4% 22.0% 14.9% 40.6% 7.5% 100.0% 
1988-89 3 416 10 848 12 419 20 590 37 583 13 039 97 895 
3.5% 11.1% 12.7% 21.0% 38.4% 13.3% 100.0% 
1989-90 5778 10 866 Lie + 20 341 33 516 7 240 95 165 
6.1% 11.4% 18.3% 21.4% 35.2% 7.6% 100.0% 
1990-91 4 940 11 925 22 130 19 712 28 328 5 327 92 362 
5.3% 12.9% 24.0% 21.3% 30.7% 5.8% 100.0% 
1991-92 > 134 8 283 25 384 21 278 Spye My) 12 360 108 156 
5.3% 7.7% 23.5% 19.7% 32.5% 11.4% 100.0% 
1992-93 (cpp 9 526 20 330 22 746 37 136 8 371 105 431 
6.9% 9.0% 19.3% 21.6% 35.2% 7.9% 100.0% 
1993-94 4 493 WATE 19 304 19 124 33 084 3 832 92 608 
4.9% 13.8% 20.8% 20.7% 35.7% 4.1% 100.0% 
1994-95 7 867 7 900 POTTS 16 098 32 208 7 176 92 020 
8.5% 8.6% 22.6% 17.5% 35.0% 7.8% 100.0% 
1995-96' 4 420 12 100 16 198 12 600 33) 3 10 689 89 600 
4.9% 13.5% 18.1% 14.1% 37.5% 11.9% 100.0% 
10-Year Average 5 215 I} 19 826 18 479 Sy as 8 102 97 008 
5.4% 11.5% 20.4% 19.0% 35.3% 8.4% 100.0% 


1 Includes durum (grain and semolina); “Total” excludes processed re-exports 

of wheat flour of about 700 000 tonnes annually, mainly from EU and Japan. 

Canada - August/July; includes Eastern wheat exported through Port Stanley and seed wheat. 

EU-12 member states from 1986-87; unified Germany from 1990-91; EU-15 from 1994-95; excludes EU intra-trade. 
Preliminary: Subject to revision. 

Because of rounding, percentages may not add. 

Sources: Canada - Statistics Canada 


United States - United States Department of Agriculture 
All other countries/total - International Grains Council 


WN 
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TableXXXl 


Imports of Wheat and Wheat Flour into Selected Countries from All Sources 


1986-87 to 1995-96 (July-June)' (thousand tonnes) 


Crop Year 


1986-87 
1987-88 
1988-89 
1989-90 
1990-91 
1991-92 
1992-93 
1993-94 
1994-95 
1995-96! 


10-Year Average 


Ne 


Former 
U.S.S.R 


16 008 
22 046 
14 789 
14 795 
14 750 
21 981 
19 265 

6 267 

3 870 

3.655 


TSN 43) 


China 
GENS Ce) 


8 923 
DID) 
5 855 
2901 
9 461 
15 872 
6 750 
4 483 
10 058 
12 600 


1 229 


Includes durum (grain and semolina). 
Excludes FSU intra-trade. Historical data are not available by individual republic from the IGC. 


3 From 1989-90 to 1991-92, the total understates imports due to substantial US transshipments 
through Canada, not itemised in official customs statistics. 


Egypt 


1 344 
{165 
(205 
T2719 
5 864 
5 809 
OD 
5 887 
6 203 
6 100 


6 508 


Japan 


5 576 
5 667 
DOO 
5 343 
5 482 
5 828 
> 911 
5 ye) 
5 730 
5 900 


5 679 


Algeria 


3 469 
4813 
4313 
Se 
spose) 
7090? 
4 007 
A OST 
5 819 
3 200 


ap Hel 


Brazil 


Zeon 
2032 

Ce 
MESS) 
2 832 
D297 
5 827 
DilGe 
6933 
5 800 


3 921 


South 
Korea 
(R.O.K.) 


4 206 
4 691 
Doo 
L7Qt 
4071 
4 A428, 
4 008 
5 902 
4091 
2 600 


3 835 


Iran Indonesia 


DADS 1 609 
4 451 1 782 
3 300 1B eS 
D239 1 860 
4 088 2 003 
2 517 2518 
DASHES) 2 649 
31983: 2924 
S201 3 329 
3 050 3 600 


3 485 2 400 


For 1992-93 customs data adjusted according to USDA estimates of destination of transshipments. 
4 Preliminary: Subject to revision. 
Source: International Grains Council “World Grain Statistics” 1995/96 


Wheat Carryover Stocks in the Major Exporting Countries 
Local Marketing Years 1986-87 to 1995-96' (thousand tonnes) 


Crop Year 


1986-87 
1987-88 
1988-89 
1989-90 
1990-91 
1991-92 
1992-93 
1993-94 
1994-95 
1995-96° 


1 Includes durum; world total represents countries listed by IGC. 


Argentina 


2A 
837 
481 

ilk 
822 
145 

5) 
395 
200 
100 


Au 


stralia 


Ae apo) 
3 408 
ZOUD 
3 035 
2 800 
2 897 
4 097 
3 841 
2 500 
2 600 


Canada 


12S 
1,938 
505) / 
Ona 
10 285 
10 066 
T2593 
Hat Ly 
5 679 
6 633 


EU 


15/951 
15 469 
LDL oye ye 
T4359 
Ge oe: 
22270 
23 500 
16 367 
Nd aA 
Deal 


United 
States 


49 57 
Boils) 
19 095 
14 600 
23/027. 
12 928 
ae 
Loi 
IB 78e 
10 234 


2 EU-12 member states from 1986-87; unified Germany from 1990-91; EU-15 from 1994-95. 


3 Preliminary: Subject to revision. 
Sources: Canada - Statistics Canada 


United States - United States Department of Agriculture 
All other countries/total - International Grains Council 
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Morocco 


iN spy) 
1 887 
1 362 
1 069 
1945 
1556 
2 897 
2 448 
1181 
2 400 


1 830 


Others 


93 006 
88 033 
(4 405 
79 133 
87 932 
7 294 
90 923 
94 008 
76 617 
65 016 


Iraq Pakistan 


2814 445 
PSO 634 
3 430 22D, 
3 400 1 889 
6S 1051 
1 856 2310 
414 2613 
933 2 085 
788 2 024 
900 1950 


1 763 1 726 


TableXXAXl 


Total 


175 900 
150 000 
114 300 
117 600 
142 700 
125 600 
145 800 
141 200 
111 200 

94 000 


TableXXX III 


Durum Wheat Production in the Major Producing Countries 
1986 to 1995 (thousand tonnes) 


United Former 
Year EU’ Turkey Canada States US.S.R* Morocco Syria Algeria Tunisia Iraq Others Total 
1986 7 238 6 000 3 897 2 665 2 500 1 981 1 300 785 378 500 2764 30008 
1987 1525 5 500 4014 Donk 2 000 1 126 1 250 Mie OOS 350 2790 28918 
1988 6 960 4 000 1 908 1 220 2 000 1 766 1 350 415 167 470 2588 22 844 
1989 6 608 5 500 4 140 2510 2 000 1 767 600 850 333 250 2520 27078 
1990 7 398 5 500 ALOT, S392 2 000 1617 1 100 315) 897 250 ace, IXY SPI 
1991 1340 5 000 4 586 2 829 2 000 2 216 1 300 1 250 Ne 250 2596 34 791 
1992 9 042 4 000 3 138 2 719 2 000 682 1 400 13005 1323 150 2876 28 630 
1993, 6 907 4 200 3/358 1918 2 000 587 1 600 1 100 1 133 200 Sl” PX A/S) 
1994 {977 4 000 4 635 20S 2 200 2 350 1 800 650 436 200 3525 30 406 
1995° 6 787 3 500 4 648 2 783 2 300 600 2 000 1 250 472 220 3388 27 948 
10-Year Average 7778 4 720 3 852 2513 2 100 1 469 1 370 895 763 284 2868 28 612 


1 EU-12 member states from 1986; unified Germany from 1990; EU-15 from 1994. 
2 Estimated by the IGC, no official statistics available. Hence, durum is not adjusted for net-weight basis. 
3 Preliminary: Subject to revision. 
Sources: Canada - Statistics Canada 
United States - United States Department of Agriculture 
All other countries/total - International Grains Council 


TableXXX1V 


Exports of Durum Wheat (including semolina) by Principal Exporters 
Distribution by Quantity and Percentage of Total 
1986-87 to 1995-96 (July-June)' (thousand tonnes) 


United 


Crop. Year Canada EL States Total 
1986-87 1 990 1 029 2 088 5 107 
39.0% 20.1% 40.9% 100.0% 
1987-88 2 789 1 965 1 396 6 150 
45.3% 32.0% 22.7% 100.0% 
1988-89 DOB: 2 796 474 5 304 
38.3% 52.7% 8.9% 100.0% 
1989-90 2 847 DOS 1 502 6 623 
43.0% 34.3% 22.7% 100.0% 
1990-91 3232) 2p 1 216 6 559 
49.3% 32.2% 18.5% 100.0% 
1991-92 3 091 2 OOF 1 335 6 993 
44.2% 36.7% 19.1% 100.0% 
1992-93 PPS) 2 642 PT) 6 196 
36.8% 42.6% 20.6% 100.0% 
1993-94 2 903 iialgat 1185 5 259 
55.2% 22.3% 22.5% 100.0% 
1994-95 4 028 1 578 994 6 600 
61.0% 23.9% 15.1% 100.0% 
1995-96’ Sy 350 826 4 397 
73.3% 8.0% 18.8% 100.0% 
10-Year Average 2 842 1 848 1 229 5 919 
48.0% 31.2% 20.8% 100.0% 


1 Canada: August-July. 
2 EU-12 member states from 1986-87; unified Germany from 1990-91; EU-15 from 1994-95; excludes EU intra-trade. 
3 Preliminary: Subject to revision. 
Because of rounding, percentages may not add. 
Sources: Canada - Statistics Canada 
EU - International Grains Council 
United States - USDA “Inspections for Export” 
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TableXXXV 


Imports of Durum Wheat (including semolina) into Selected Countries from All Sources 
1986-87 to 1995-96 (July-June)' (thousand tonnes) 


Crop Year 


1986-87 
1987-88 
1988-89 
1989-90 
1990-91 
1991-92 
1992-93 
1993-94 
1994-95 
1995-96" 


10-Year Average 


Algeria 


2a! 
3 164 
RUS: 


2 6402 
2 4852 
2 481° 


2 381 
2 205 
3923 
1 600 


2561 


T - Less than 500 tonnes. 


1 Excludes EU intra-trade. 
2 From 1989-90 to 1991-92, the total understates imports due to substantial 


Former 
WiSiseK. 


505 
1 276 
909 
1 102 
1165 
La 
783 
2 

22 
20 


Us 


Italy 


652 
288 
224. 
33 
163 
138 
199 
216 
B27 
418 


296 


United 
States 


59 
176 
202 
179 
308 
399 
406 
437 
347 
300 


281 


Tunisia Venezuela 


447 
270 
445 
320 
144 

22 

12 

33 
516 
350 


256 


Libya 
225 222 
272 162 
22D 136 
136 190 
PISHG 230 
DIG? S17 
288 166 
266 212 
233 289 
330 250 
248 217 


US transshipments through Canada, not itemised in official customs statistics. 
For 1992-93 customs data adjusted according to USDA estimates of destination of transshipments. 


Excludes FSU intra-trade. Historical data are not available by individual republic from the IGC. 


Some imports by Belgium may be transshipped to other Western European countries. 


3 
4 Preliminary: Subject to revision. 
5 
S 


ource: International Grains Council “World Grain Statistics” 1995/96 


TableXXX VI 


Durum Wheat Carryover Stocks in the Major Exporting Countries 


Local Marketing Years 1986-87 to 1995-96 (thousand tonnes) 


Crop Year 


1986-87 
1987-88 
1988-89 
1989-90 
1990-91 
1991-92 
1992-93 
1993-94 
1994-95 
1995-967 


| EU-12 member states from 1986-87; unified Germany from 1990-91; EU-15 from 1994-95. 
2 Preliminary: Subject to revision. 
Sources: Canada - Statistics Canada 

EU - International Grains Council 

United States - United States Department of Agriculture 


The Canadian Wheat Board 


Canada 


1 620 
1 626 

846 
1 362 
1 567 
2 206 
2 057 
1 703 
1 463 
23023 


Belgium’ 


62 
118 
sal 
103 
115 
116 


306 
Deh 
426 


150 


Japan Morocco 


119 
116 
140 
138 
140 
132 
161 
109 

79 
140 


LD 


United 
States 


2 585 
a!) 
1 633 
1 361 
1 687 
WN 
WB BY: 

762 

708 

708 


Poland 


115 
120 
129 
75 
153 
92 
143 
123 
47 
50 


105 


Total 


6 654 
6 986 
4 278 
ay ost 
5 O11 
8 303 
7 076 
4 050 
Sal 
3931 


TableXXX VI 


World Flour Trade by Principal Exporters and Selected Importers 
1986-87 to 1995-96 (July-June)' (thousand tonnes) 


10-Year 
1986-87 1987-88 1988-89 1989-90 1990-9] 1991-92 1992-93 1993-94 1994-95 1995-96 Average 
Importers 
Egypt 1 804 1 800 1 702 UL 4als 671 487 1 084 623 Bak 250 1 018 
Libya 439 525 547 491 639 726 637 588 712 600 590 
Yemen Rep. of 250 348 284 309 597 608 525 807 1072 850 565 
Syria 388 218 220 474 657 568 619 530 251 50 398 
Algeria 65 23 160 179 208 329 300 684 972 850 377 
Vietnam 201 247 253 297 263 348 368 288 411 300 305 
Hong Kong 164 13 DSi) 239 252 280 DHS) 276 SHS} 300 250 
Sudan 258 240 244 135 210 209 70 228 Bao 320 226 
Cuba 237 250 262 307 204 204 159 153 134 180 209 
Cameroon 190 319 266 335. 387 230 125 62 59 30 200 
Iraq 179 98 70 43 1 384 308 187 316 350 194 
Others Lae) 2 223 2 359 2 565 3 562 3 840 3 671 3 927 4778 4 185 3:355 
WORLD TOTAL 6 688 6 464 6 598 6 787 7651 8 213 8 141 8 353 9 707 8 265 7 687 
Exporters 
Australia 82 90 iD 69 61 71 64 57 50 105 76 
Canada 430 Sa 291 170 219 231 174 271 322 197 265 
EU? 3518 3 880 3 664 3 760 5 oo) 4 806 4 893 5 053 5 120 4 500 4 376 
United States 1 704 1 273 1351 1S Aas 130 1 499 1 239 1651 790 1 364 
Others 954 879 1 180 8) 358} 1 875 1511 1 733 2 564 2 673 1 606 
WORLD TOTAL 6 688 6 464 6 598 6 787 7 651 8 213 8 141 8 353 9 707 8 265 7 687 


1 Wheat equivalent; includes durum flour; Canada: August-July. Includes Processed Secondary Trade (PST) 
(exports of flour processed from imported wheat, mainly from the EU and Japan). 


2 EU-12 from 1985-86; unified Germany from 1990-91; EU-15 from 1994-95; excludes EU intra-trade. 
Sources: Canada - Statistics Canada 
All other countries/total - International Grains Council 


TableXXX VIII 


Coarse Grains Production in the Major Producing Countries 
1986 to 1995' (thousand tonnes) 


United China Russian 

Year States (PR.C.) EU? Federation’ India Brazil Canada Ukraine’ Mexico Poland Others fotal 
1986 Rap iints} 84 832 89 138 54 020 26 573 27 544 25 423 20601 14880 17 741 210265 823 130 
1987 216 980 93 569 89 601 55 698 23 {59 25 935 25.434 24218 14510 18119 196835 784 654 
1988 149 684 92 141 94 264 48 120 31 329 26 807 19 858 DOOD ie alata. 16922 207686 720 823 
1989 D222: 91 309 89 802 54 280 34 559 23.122 23 417 20235 14090 18 496 200274 791 106 
1990 230 738 ~ 111.685 84 053 60 389 32553. DSS OSS) 24 498 16806 18 355 18988 203362 826 462 
199] 218620 111 643 89 703 46 179 25 930 31 426 21 781 15058 19622 18541 209898 808 401 
1992 277 416 ~=108 640 82 429 55 787 36 779 29 856 19 625 PSI585— 2227269 12594 208132 869112 
1993 186 453 117 840 82 763 S122 31 020 33 760 24 049 20 289 22 709 15 240 212590 797 935 
1994 284 886 113 680 86 455 45 100 30 080 B18 23 395 18526 20605 14115 193815 868 415 
1995' 209 436 124 415 88 264 30 700 29 680 32351 24 120 15607 21 000 17 243 201735 794551 
10-Year ? - ;. 

Average Ie mks 104 975 87 647 50 150 30 226 29 359 23 160 18718 18 180 16800 204459 808 459 


1 Coarse Grains include barley, rye, oats, corn, sorghum, millet and mixed grains. 
2 EU-12 member states from 1986; unified Germany; EU-15 from 1994. 
3 Production figures are on a net-weight basis, i.e., excludes excess moisture or excess foreign material. 
4 Preliminary: Subject to revision. 
Sources: Canada - Statistics Canada 
All other countries/total - United States Department of Agriculture 
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TableXXXIX 


Exports of Coarse Grains by Principal Exporters 
Distribution by Quantity and Percentage of World Trade Total 


1986-87 to 1995-96 (October-September)' (thousand tonnes) 


Crop Year 
1986-87 
1987-88 
1988-89 
1989-90 
1990-9] 
1991-92 
1992-93 
1993-94 
1994-95 
1995-96! 


10-Year Average 


1 Coarse Grains include barley, rye, oats, corn, sorghum and millet; excludes products. 


Argentina 


4 998 
6.0% 
5 818 
6.5% 
3 601 
3.7% 
ap Obi! 
4.1% 
5 189 
5.8% 
ope 
7.1% 
6 029 
6.6% 
4 855 
5.7% 
6 363 
6.6% 
S25) 
8.3% 


5 587 
6.1% 


Australia 


3 138 
3.8% 
2 464 
2.8% 
1 909 
1.9% 
2776 
2.7% 
3 124 
3.5% 
2 343 
2.4% 
2 887 
3.1% 
4 954 
5.8% 
1 489 
1.5% 
4 560 
5.2% 


2 964 
3.2% 


Canada* 


7 134 
8.6% 
D285 
5.9% 
3 470 
3.5% 
5 250 
5.0% 
+ 3%2 
6.0% 
4 874 
5.1% 
3 822 
4.2% 
5 601 
6.5% 
4 897 
5.0% 
4 168 
4.7% 


4 987 
5.4% 


EU’ 


5 700 
6.9% 
9 000 
10.0% 
10 000 
10.2% 
9 500 
9.1% 
7 500 
8.4% 
9 800 
10.2% 
8 400 
9.2% 
8 200 
9.6% 
8 100 
8.4% 
5 150 
5.9% 


8 135 
8.8% 


Statistics for the “EU” and “Total” have been rounded off due to limitations in data. 


2 Canada: August-July; includes exports through unlicensed channels. 
3 EU-12 member states from 1986-87, unified Germany; EU-15 from 1994-95; excludes EU intra-trade. 


4 Preliminary: Subject to revision. 


Because of rounding, percentages may not add. 


Sources: Canada - Statistics Canada 


All other countries/total - United States Department of Agriculture 


The Canadian Wheat Board 


United 
States 


47 405 
57.2% 
52 862 
59.0% 
60 448 
61.7% 
69 016 
66.0% 
51 804 
57.9% 
50 197 
52.3% 
50 101 
54.6% 
40 041 
46.8% 
65 671 
67.7% 
58 431 
66.4% 


54 598 
59.2% 


China 
(PR.C.) 


pole 
5.0% 
4 528 
5.1% 
5 158 
5.3% 
3435 
3.3% 
% 135 
8.0% 
10 338 
10.8% 
13 014 
14.2% 
12 041 
14.1% 
1601 
1.7% 
300 
0.3% 


Owls 
6.7% 


Others 


10 348 
12.5% 
9 644 
10.8% 

SS 
13.7% 

10252 

9.8% 
Venihe’ 
10.5% 

11 026 
11.5% 
CAAT 

8.1% 
9 909 
11.6% 
8 879 

9.2% 
8 066 

9.2% 


9 836 
10.7% 


Total 


82 900 
100.0% 
89 600 
100.0% 
98 000 
100.0% 
104 500 
100.0% 
89 500 
100.0% 
96 000 
100.0% 
91 700 
100.0% 
85 600 
100.0% 
97 000 
100.0% 
88 000 
100.0% 


92 280 
100.0% 


TableXL 


Imports of Coarse Grains into Selected Countries from All Sources 
1986-87 to 1995-96 (October-September)' (thousand tonnes) 


South 
Russian Korea Saudi United China 
Crop Year Japan Federation®  (R.O.K.) Arabia Mexico Taiwan States Egypt (PR.C.) Malaysia Algeria Belarus 
1986-87 22 086 n/a 4815 9 685 4 067 5 012 751 222 2 069 257 1 106 n/a 
1987-88 DD359 11 090 2/023, Sane Bel 4 950 WAS: 1 399 49 ele: 1 826 1 630 
1988-89 LD D5 16 945 6 357 5 496 5 521 4 192 1501 k 255 256 Rees 1 612 DBD 
1989-90, 21 602 13 790 6 288 4952 8 163 5 590 sya 254 1 023 28 1 9353} 2 140 
1990-91 21 869 9710 5 634 D> 174 5 103 5 599 1 829 2 060 915 1 494 Ik S76 1615 
1991-92 21 841 9 740 6 449 7 812 6 213 5 558 Dios GS) 1 069 1 732 928 1 675 
1992-93 22 103 6 162 6 716 4 761 4511 5 883 SS ew 647 1 957 1 603 1 060 
1993-94 2h 213 3 160 >) Hike) 5579 Aiko 5 885 4 640 22M 1318 Pov 1973 450 
1994-95 21 174 809 8 966 3 935 5 832 6 623 S44 2 613 6 381 ZAI S211 386 
1995-96 20370 1 050 10 050 3 700 8555 6 275 2 295 24D 3 400 2 300 650 270 
10-Year 
Average 21 617 8 051 6 608 5 681 5 661 Sau 2031 1 877 1 763 Liss 1 380 ] 287 
n/a - not available. 
1 Coarse Grains include barley, rye, oats, corn, sorghum and millet; excludes products. 
2 Includes FSU intra-trade; 9-year average. 
3 Preliminary: Subject to revision. 
Source: United States Department of Agriculture 
Coarse Grains Carryover Stocks in the Major Exporting Countries 
Local Marketing Years 1986-87 to 1995-96' (thousand tonnes) 
United China 
Crop Year Argentina Australia Canada rue States (PR.C.) Others fotal 
1986-87 589 234 D) ae WS Te Los 19 788 42499 235 201 
1987-88 ay) Di 6 337 12 328 113347 JUNG) 19 133 201923) 2966 
1988-89 1 046 939 4 626 War Spy 66 164 16 664 4 SSE) NGO SUS 
1989-90 aoe 703 fe Os. 12 097 45 655 US) S333) Boye Py DT? 
1990-91 668 360 > 449 RanO27 47 780 BD ISY) 40/990) 134524 
1991-92 1 092 aL 7e 4 869 19 358 33 992 SOILS 42 290-134 503 
1992-93 aso IL Sie 5 340 19 147 63 092 DS ool 44007 162 748 
1993-94 EOD, 893 4970 L6'527 Def 3S) 26 281 45 0525) 1255108 
1994-95 187 49] 3) 335) 11 884 HS) S3K6: 28 113 43:335) IBS 9 
1995-96° 822 536 2S 9 282 ea Sik GAINS: 31 668 90 721 


1 Coarse Grains include barley, rye, oats, corn, sorghum and millet. 
2 EU-12 member states from 1986-87, unified Germany; EU-15 from 94-95. 
3 Preliminary: Subject to revision. 
Sources: Canada - Statistics Canada 
All other countries/total - United States Department of Agriculture 
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TableXL II 


Barley Production in the Major Producing Countries 
1986 to 1995 (thousand tonnes) 


Russian United China 

Year EU! Federation’ Canada Ukraine? States Turkey Kazakhstan> Australia (PR.C.) Poland Others Total 
1986 51 051 25 589 14 568 9973 13249 6 300 7 409 3611 BAD ae 37099 176 714 
1987 50 996 26 101 13 916 L2T90S is 4, 6 000 6 929 SAT Sa (Aleli 4 335 34 885 173 900 
1988 54 015 19 418 10 326 8751 6314 7 000 5 850 3 306 3 990 3 804 40 049 162 823 
1989 51 045 22 201 TSS, 10 090 8 800 4 900 5 310 Se Al ol 3 909 39126 164 857 
1990 50 844 27 235 13 441 9 168 9 192 6 600 8 500 4 184 3 930 4217 40 745 178 056 
1991 DL a1 AWE: Il 617 8.047, 10 110 6 800 3 085 4 606 3.928 a2 42989 169 144 
1992 43323 26 989 11 032 10 106 9 908 6 500 8511 5 460 4 000 2819 30 LO 65). 760 
1993 42 588 26 900 12/972 139550) 8 666 7 300 AAg 6 956 4 200 3 300 36 381 169 962 
1994 43 687 27 000 11 690 14 508 8 162 6 500 5 100 2791 3 800 2 686 34 662 160 586 
1995? oho 15 800 13,035 9 633 7 829 6 900 2407 5 498 4 000 3279 29522 141 638 
10-Year 

Average 48 282 23 941 12 438 10 602 9 358 6 480 6 025 4 401 3 859 3 702 37 258 166 345 


| EU-12 member states from 1986; unified Germany; EU-15 from 1994. 
2 Production estimates are on a net-weight basis, i.e., excludes excess moisture or excess foreign material. 
3 Preliminary: Subject to revision. 
Sources: Canada - Statistics Canada 
All other countries/total - United States Department of Agriculture 


TableXLIl| 


Exports of Barley by Principal Exporters 
Distribution by Quantity and Percentage of World Trade Total 
1986-87 to 1995-96 (October-September)' (thousand tonnes) 


United 

Crop Yeai Australia Canada Bue States Others Total 
1986-87 2232 6 534 6 200 2 938 696 18 600 
12.0% 35.1% 33.3% 15.8% 3.7% 100.0% 

1987-88 1 639 Ae OG 7 000 “1 2 O10 Lae 16 000 
10.2% 27.3% 43.8% 17.6% 1.1% 100.0% 

1988-89 1 364 2617 8 349 1718 1 807 15 855 
8.0% 16.5% 52.7% 10.8% 11.4% 100.0% 

1989-90 Datel 4 230 7 905 1 798 S23 17 703 
13.8% 23.9% 44.7% 10.2% 7.5% 100.0% 

1990-91 2 683 4 536 7 053 1 507 4 034 19 813 
13.5% 22.9% 35.6% 7.6% 20.4% 100.0% 

1991-92 esi: Serel 8 260 2 090 Syovil 19 019 
10.3% 17.6% 43.4% 11.0% 17.8% 100.0% 

1992-93 2 600 2 704 5 587 1611 4 193 16 695 
15.6% 16.2% 33.5% 9.6% 25.1% 100.0% 

1993-94 4; BY 3 836 6 015 1553 2 903 18 539 
22.8% 20.7% 32.4% 8.4% 15.7% 100.0% 

1994-95 1 356 3 009 5 061 O55 3 913 14 694 
9.2% 20.5% 34.4% 9.2% 26.6% 100.0% 

1995-96° 3 700 2 336 2150 1 100 Dias 12 410 
29.8% 18.8% 22.2% 8.9% 20.3% 100.0% 

10-Year Average 2 420 3 752 6 418 1 848 2 495 16 933 
14.3% 22.2% 37.9% 10.9% 14.7% 100.0% 


1 Excludes malt; Canada: August-July. 
2 EU-12 member states from 1986-87; unified Germany; EU-15 from 1994-95; excludes EU intra-trade. 
3 Preliminary: Subject to revision. 
Because of rounding, percentages may not add. 
Sources: Canada - Statistics Canada 
All other countries/total - United States Department of Agriculture 
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fe fableXLIV 


Imports of Barley into Selected Countries from All Sources 
1986-87 to 1995-96 (October-September)' (thousand tonnes) 


Saudi Russian China United 
Crop Year Arabia Federation” Japan (PR.C.) States Libya Uzbekistan Belarus Israel Ukraine Taiwan Algeria 
1986-87 8 957 n/a 1185 518 165 479 n/a n/a 384 n/a 428 38 
1987-88 4 899 5 840 1317 332 269 649 535 230 536 230 328 790 
1988-89 Farle 2070 385 256 246 449 700 705 317 1 160 269 53D 
1989-90 Ay MESS) 2 290 1325 581 226 738 1 060 640 229 550 247 293 
1990-91 4 342 3) 1 508 915, 443 > (23) 515 410 500 253 71 
1991-92 6 873 2 890 1 530 1 009 515 239 500 Cale 349 ao 248 105 
1992-93 3 917 ISS 1 663 647 195 603 300 540 571 Sy)5) 242 Bon 
1993-94 4 497 400 1719 1318 2 042 685 150 350 720 - 539 622 
1994-95 3 002 584 1751 T345 el 216 150 300 347 - 306 296 
1995-96° 2 750 800 1 650 1 400 825 250 100 200 125 - 300, 50 
10-Year 
Average 4810 2 220 1 498 832 605 503 4 otPe 439 399 356 316 315 
n/a - not available. 
1 Excludes malt. 
2 Includes FSU intra-trade; 9-year average. 
3. Preliminary: Subject to revision. 
Source: United States Department of Agriculture 
Barley Carryover Stocks in the Major Exporting Countries 
Local Marketing Years 1986-87 to 1995-96 (thousand tonnes) 

United 

Crop Year Australia Canada EU' States Others Total 
1986-87 Wh Biloy, 7 897  B2n Gy Caer 33 291 
1987-88 219 SE: TABS: 6 992 14 695 32 884 
1988-89 561 2 790 8 036 4 276 14 793 30 461 
1989-90 326 2 056 6 936 3 501 LES PZ 25 940 
1990-91 55 2 646 8 498 2 948 fs021 29 168 
1991-92 822 Z Ol 12 089 2 800 14 146 32471 
1992-93 032 BA 10 862 3) LO 13 466 31 923 
1993-94 518 3 376 9 210 3 023 16 125 32 252 
1994-95 211 1 820 6 404 BAA 15 197 26 083 
1995-967 229 1 807 4-195 2 168 S) an! 17 740 


1 EU-12 member states from 1986-87; unified Germany; EU-15 from 1994-95. 
2 Preliminary: Subject to revision. 
Sources: Canada - Statistics Canada 

All other countries/total - United States Department of Agriculture 
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THE CANADIAN WHEAT BOARD (CWB) undertook many new projects in 
1995-96 to improve performance and service to customers and farmers. 


Some of the major accomplishments follow: 


* Requested an independent study which determined the CWB has meant 


an extra $265 million per year for farmers. 


* Held a major conference, Moving Up Market, to help farmers identify 


opportunities to add value to western Canadian wheat and barley. 


* Launched a new Euro Commercial Paper Program to take advantage of 


lower-cost financing and increase our presence in global capital markets. 


* Participated in the Western Grain Marketing Panel process in an effort 


to help shape the future of grain marketing in Canada. 


* Released a discussion paper on wheat quality in conjunction with the 


Canadian Grain Commission. 


* Set up 14 crop demonstration plots and held informational tours 


for farmers. 


» Launched a major commercial testing program of AC Karma, 


a variety in the Canada Prairie Spring White wheat class. 
* Set up a 1-800 call centre to answer farmers’ questions. 
* Started a new column in rural newspapers, called CWB This Week. 


* Set up a special delivery program for fusarium-affected wheat. 


iy The Canadian Wheat Board 
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THINK: 


ANNUAL REPORT 


LET'S FACE IT. 

THIS BUSINESS WE'RE IN IS DEMANDING. 
IT IS RELENTLESS. : 
FROM THE FARMERS’ FIELDS TO THE WHEAT BOARD'S OFFICE 
WE FACE HIGH EXPECTATIONS FROM NOT ONLY THOSE AROUND US 
BUT ALSO FROM OURSELVES. 


TPS ABOUT 


INOVATIVE Vy 5 


CORPORATE PROFILE 

A MESSAGE FROM THE COMMISSIONERS 

MEETING NEW CHALLENGES HEAD ON 

NEW WAYS OF TALKING TO EACH OTHER 

STRONG PARTNERSHIPS AND NEW OPPORTUNITIES 
BUILDING STRONG MARKETS 

TODAY'S PERFORMANCE IS TOMORROW'S SUCCESS 
CROP YEAR IN REVIEW 

FINANCIAL RESULTS 

FARMER-ELECTED ADVISORY COMMITTEE 

SENIOR MANAGEMENT 


CWB AVERAGE SALES VALUES 
IN STORE VANCOUVER/ST. LAWRENCE 


The CWB achieved strong sales values 
for all four pool accounts in the 1996-97 
crop year. However, prices fell short of 
the record levels established in the 
1995-96 crop year, as world supplies of 
wheat and coarse grains rebounded. 
Average sales values reflect total 
revenues divided by the tonnes 


delivered by farmers for each pool. 


dollars per tonne 
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Ny CWB 
The Canadian Wheat Board 
La Commission canadienne du blé 


April 22, 1998 


Dear Annual Report Recipient, 


| am pleased to enclose the CWB’s 1996-97 Annual Report. This report provides highlights 
of the 1996-97 crop year as well as a full accounting of the operations of the CWB. | trust 
you will find the report informative and useful. 
econ Frequent readers of the CWB’s annual report will notice that the Statistical Tables are not 
Bae cecueh included in the 1996-97 report. These tables will be made available in a separate 
publication. If you would like to receive the Statistical Tables for the 1996-97 crop year, 
hard H. Klassen Mlease telephone, fax or write our Corporate Communications Department. 


nmissioner 
nmissaire 


The Canadian Wheat Board 
don P. Mache)  COrporate Communications 
sioner 423 Main Street 
_ P.O. Box 816, Stn. M. 

Winnipeg, Manitoba 

Canada R8C 2P5 

Ph (204) 983-3421 

Fax (204) 983-4678 


Yours sincerely, 


A ae 


Chief Commissioner 


Encl. 

rgy/dih:bsa 

554|fh 

423 Main Street Phone (204) 983-0239 423, rue Main aoe yo 983-0239 
P. O. Box 816, Stn. Main Fax (204) 983-3841 C.P. 816, succ. Main Téléc. : (204) 983-3841 
Winnipeg, Manitoba Telex 07-57801 Winnipeg (Manitoba) Télex : 07-57801 
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CORPORATE PROFILE 


WE WOR 


As the fifth largest export earner in 
Canada, the Canadian Wheat Board 
(CWB) markets wheat and barley on 
behalf of more than 110,000 Prairie 
producers to more than 70 countries 
around the world. The CWB was 
created out of a simple concept: 

if farmers join together to sell their 
grain rather than selling it individually, 
they will be able to extract more 


money from the world market. 


rp 


| 
| 
| 
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K FOR FARMERS 


All of the CWB’s sales revenues 
belong to western Canadian farmers. 
Therefore, all proceeds from sales 
each year, less our marketing and 
administrative costs, are returned to 
producers. Farmers’ marketing 
strength comes from the fact the CWB 
stands alone in supplying western 
Canadian wheat and barley to the 
world market and the Canadian market 
for human consumption. As a 
full-service marketer and sole seller of 
these grains, we are able to achieve 
the best possible price, providing 


excellent value for farmers. 
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A MESSAGE FROM THE 


COMMISSIONERS 


The grain industry in Canada is 
undergoing a period of unprecedented 
change. The consolidation of the 

grain elevator handling system and 
the closing of railway branch lines are 
quite literally changing the Prairie 
landscape. In addition, farmers are 
only now starting to feel the full effect 
of the repeal of the Western Grain 
Transportation Act, which brought an 
end to rail subsidies on August 1, 1995. 
These additional transportation costs 
are weighing heavily on many farmers, 
especially those located in the 
eastern Prairies. 


We are listening to farmers. As their 
costs continue to climb, farmers have 
told us they need more flexibility in 
pricing options. They also want 

their marketing agency to be more 
accountable. The CWB has conveyed 
this message to the federal government 
many times in public hearings and 
written submissions. Our efforts were 
rewarded when, in December 1996, 
the federal government introduced 
proposed legislation into Parliament to 
amend the Canadian Wheat Board Act. 
We are confident this proposed * 
legislation will enable us to serve 
farmers better. Perhaps most 
importantly, these amendments 
address the need to give farmers 
greater control and ownership of their 
marketing agency through the creation 
of a new board of directors, the majority 
of whom will be elected by farmers. This 
new corporate structure will be a 


major step in providing farmers the 
accountability they seek. 


The government's proposed legislation 
also enables the CWB to offer farmers 
important new tools for managing 
cash flow over the course of the 
marketing year. While we remain 
committed to the principle of price 
pooling, whereby farmers share in the 
revenues from sales over the course 
of the crop year, we recognize that 
some farmers have more demanding 
cash flow requirements than others. 
We want to provide these farmers 
with some financial flexibility in 
managing their operations. The 
provision for early cash-out from the 
pool, for example, should aid those 
farmers who are seeking a broader 
range of payment options. 


The proposed legislation strikes a 
delicate but important balance among 
the diverse needs of farmers, offering 
a new degree of flexibility while 
maintaining fundamental principles 
such as price pooling, single-desk 
selling and federal government 
guarantees. Since the proposed 
legislation was not proclaimed into 
law before the federal election in June 
1997, the federal government introduced 
new amending legislation immediately 
after the Thirty-sixth Parliament began 
sitting in September 1997. 


Barley marketing took centre stage for 
much of the 1996-97 crop year. In 


January 1997, the CWB released an 
independent study conducted by four 
agricultural economists. The results 
showed that our position as the sole 
seller of Canadian barley in the export | 
market is worth on average an / 
additional $72 million per year compared _ 
to what would be attainable if there 
were many sellers. The study, entitled 
The CWB and Barley Marketing, 
concludes our market share, combined, 
with our ability to price differently : 
to different customers, provides | 
significant advantage in world markets | 
and is directly responsible for the | 
additional revenue. | 


Then, in February 1997, farmers 
mailed their ballots in the federal 
government's vote on barley 
marketing, voting either for the open 
market option or the single-seller | 
option. Farmers voted to maintain | 
the current single-seller system, ; 
with almost 63 per cent of the ballots | 
cast in favor of retaining the CWB's 
role in barley marketing. The vote 
demonstrated the CWB system of 
marketing has solid support from a 
majority of Prairie farmers. 


In 1996-97, we continued to take bold 
steps that will shape the Canadian 
grain industry of tomorrow. In an 
unprecedented move, we brought 
forward a challenge of the levelof =. 
service provided by Canada’s two 
largest railways. In the 1996-97 crop 
year, farmers produced a bountiful ; 


crop — the largest barley crop on 
record and the fourth largest wheat 
crop. Yet, grain exports were 
significantly hampered by the inability 
of Canadian National and Canadian 
Pacific Railway to move grain from the 
Prairie region to eastern and western 
ports and to U.S. destinations. We 
estimate we lost one full month's worth 
of exports in the 1996-97 crop year as a 
result of the transportation logjam. 

We believe the broad scope of our 
business puts us in a unique position 
to hold Canada's railways accountable 
and in April 1997 we launched our 
challenge with the Canadian 
Transportation Agency (CTA). Although 
this challenge will be complex, 
requiring a significant investment of 
employee time and effort, we believe it 


is necessary to ensure that farmers 


receive full value for their freight costs. 


Throughout this annual report, we 
have demonstrated our ability to 
tackle difficult problems and find 
creative solutions, from launching the 
CTA case to moving grain out of flood 
zones to holding the first annual 
malting barley quality competition. 
We fully recognize that our success in 
meeting challenges head on is the 
result of the efforts of our dedicated 
and talented employees. The CWB is a 
relatively small corporation in terms of 
the number of employees, yet we are 
one of the world's most successful 
exporters of grain, with sales revenues 
topping a record $6 billion in the 
1996-97 crop year. 


> es 
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In the years ahead, the grain industry 
will face many challenges, including: 
the federal review of the Canadian 
grain transportation system that 

must take place before 1999; the 

need to develop strategies to market 
genetically modified crops; the 
re-shaping of our wheat quality 

control system; and, the World Trade 
Organization Agreement on Agriculture 
to be negotiated in 1999. As we 
confront each of these challenges, we 
will take seriously our responsibility to 
represent the interests of the more 
than 110,000 western Canadian farmers 
we serve. 


LORNE HEHN 
CHIEF COMMISSIONER 


RICHARD KLASSEN 
COMMISSIONER 


GORDON MACHEJ 
COMMISSIONER 


INNOVATIVE THINKING IS CHALLENGING | 


MEETING NEW CHALLENGES 


HEAD ON 


We are constantly searching for ways 
to do things better. By challenging 
ourselves, we will improve our service 
to western Canadian farmers and 

our customers. 


AMENDMENTS TO THE 
CANADIAN WHEAT BOARD ACT 


The current generation of farmers is 
witnessing the total reengineering of 
the Prairie grain marketing system. 
In December 1996, after extensive 
consultations with Prairie farmers and 
members of the grain industry, 
Canada's Minister of Agriculture and 
Agri-Food, the Honourable Ralph 
Goodale, introduced into Parliament 
amendments to the Canadian Wheat 
Board Act. Many of the CWB's 
proposals for change were included 
in the federal government's 
amending legislation. Although the 
process came to a halt with the 
federal election call in April 1997, the 


government signalled its commitment 
to the proposed legislation by introducing 
Bill C-4 into Parliament on September 
25, 1997, the day the first session of 
the Thirty-sixth Parliament began. 


If the amendments to the Canadian 
Wheat Board Act are implemented, 
the CWB will undergo the most 
dramatic changes of its 62-year 
history. The new CWB will have 
expanded responsibilities and new 
tools to provide producers with 
greater flexibility, especially where 
pricing options are concerned. Perhaps 
most importantly, these broader 
responsibilities will be vested in a new 
board of directors, the majority of 
whom will be elected by farmers. In 
proposing this structure, the federal 
government has recognized that we 
are and must continue to be a farmers’ 
marketing agency, run by and for 
western Canadian farmers. 


A vessel at berth to load grain. 


GRAIN TRANSPORTATION 


The winter of 1997 will be remembered 
as the time that more than 40 grain 
vessels anchored off Canada's West 
Coast waited their turn to load grain 
destined for customers in countries 
such as Japan, Iran and China. 

From December 1996 to March 

1997, the grain needed to fill these 
vessels reached export position at 

a pace too slow to keep up with 


“sales commitments. 


Concerned with this level of service 
and the effect it could have on 
Canada's international reputation as a 


‘reliable supplier of grain, we filed a 


level of services complaint to the 
Canadian Transportation Agency 
(CTA) in Ottawa on April 14, 1997. In 
the complaint, we charged that 
Canadian National and Canadian 
Pacific Railway failed to provide 


adequate transportation services for 
grain movement from the Prairies to 
eastern and western ports and to U.S. 
destinations. Our goal in launching the 
CTA complaint, scheduled to be heard 
in the spring of 1998, is to preserve 
Canada's reputation as a reliable 
supplier of grain by ensuring greater 
efficiency and improved capacity in 
rail transportation. 


Prairie farmers suffered significant 
losses due to the railways’ inability 

to meet previously established rail 

car unload targets. Losses in revenue 
to the pool accounts, combined with 
penalties for delayed loading of 
vessels, resulted in a direct loss to 
farmers of more than $60 million. We 
intend to hold the railways accountable 
for this poor performance. 


Marlys and Jerry Pearse leave their farm to escape 
floodwaters near Dominion City, Manitoba. 


CHARTER CASE 


In October 1993, the Alberta Barley 
Commission, the Western Barley 
Growers Association and 21 individual 
farmers launched a legal challenge 
against the CWB. In April 1997, the 
Federal Court ruled the Canadian 
Wheat Board does not infringe on 
freedoms set out in the Canadian 
Charter of Rights and Freedoms. 


MOVING GRAIN OUT OF 
FLOOD-PRONE AREAS 


With the flood of the century expected 
to hit southern Manitoba in May 1997, 
we recognized that grain stored in the 
Red River Valley was at risk. In 
February, we participated in public 
meetings encouraging farmers to 
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move their grain to higher ground. 
Then, we made provisions for farmers 
in the Red River Valley and parts of 
Saskatchewan to deliver the grain 
they had contracted, regardless of 
whether or not delivery calls were 
authorized. As a result, we moved 
more than 100 000 tonnes of wheat and 
barley out of the flood-prone area 
prior to the flood, preventing further 
hardship for farmers whose properties 
were completely flooded. 


INNOVATIVE THINKING 1S TALKING | 


NEW WAYS OF 


TALKING TO EACH OTHER 


When it comes to communicating, 
there is no better way to do it than 
face to face. That's why we 
intensified our efforts to meet with 
producers, either in the Winnipeg 
office or closer to their farms. 


REACHING OUT TO FARMERS 


Our employees made more than 90 
presentations over the course of the 
year, covering almost every corner 
of the three Prairie provinces. 

They spoke at grain marketing clubs 
and industry conferences and made 
presentations to delegates from 
grain cooperatives and grain 
companies. From grain transportation 
to delivery policy, we covered it all. 


We also met with farmers in casual 
settings, hosting a series of four 
dinner meetings. Each of the meetings 
included a speaker from the CWB 
and time for questions. Our original 
goal of 100 participants at each 
meeting was nearly doubled. The 
social evenings drew a total of 424 


people to the two dinners in 
Saskatchewan and another 459 to 
the two in Alberta. 


Over the course of the year, we 
participated in 17 rural trade shows, 
meeting with thousands of farmers 
who stopped by our booth. For the 
first time, we also tackled an urban 
trade show, in an effort to explain 
the important role farmers play in the 
lives of all Canadians. Given the 
positive feedback from our booth at 
Taste of Manitoba in Winnipeg, we 
are planning to expand our 
participation in urban trade fairs. 


The Windows to World Markets crop 
plots allow our staff to meet with 
farmers right in the fields. We 
originally hoped for eight to 10 crop 
plots, but thanks to strong interest 
and good growing conditions, 13 
sites were seeded, cared for and put 
on display at crop demonstration 
field days. More than 1,000 people 
took in the 13 field days. 


The objective of the Windows to 
World Markets program Is to 
explain customers’ quality 
requirements, as well as to update 
farmers on our sales and market 
development efforts. The Windows 
to World Markets field day near 
Headingley, Manitoba was the 
exception, as its main objective was 
to reach the urban population. 
Located on the Trans-Canada 
Highway near Winnipeg, the site 
was hard to miss, marked by a row 
of 50 flags of some of the countries 
that purchase Canadian wheat and 
barley. Following the success of the 
Headingley crop plot, another urban 
plot'is being considered near 
Regina, Saskatchewan. 


As part of our ongoing efforts to 
communicate directly with farmers, 
we held 29 Grain Day meetings 
across the Prairies. A total of 

1,827 farmers came to these 
meetings in 1996-97 compared to 
1,153 in 1995-96. 


left: A crowd gathers at the CWB’s 


Windows to World Markets field day near Trochu, Alberta. ) 


right: Go with the Grain participants gather at the Forks in | 
Winnipeg in the summer of 1997. Shown are: (I to r) Richard Meat 
Dave Anderson (second row), Edith Mead, Carola Anderson 
(second row), Vi Dewar, Jeanette Biberdorf, Gerald Biberdorf 

and the CWB’s Tracey Bryksa. 


As a new initiative, we published a 
newsletter specifically designed for 
barley growers. Go Malting! was first 
published in December 1996, in 
consultation with a malting barley 
industry group. The aim of the 
publication is to keep farmers aware of 
grain delivery, marketing and processing 
issues related to malting barley. 


In order to provide farmers and elevator 
staff with information that is clear and 
simple to use, we revised several of 
our major policy guides, including the 
Farmer's Grain Delivery Guide and the 
Elevator Manager's Guide, which is 
now called the Country Elevator Guide. 
Our goal is to make all of our material 
more user friendly. We will continue to 
expand our efforts to ensure that all 
CWB publications conform with the 
principles of plain language writing. 


FARMERS VISIT THE CWB 


While many farmers attended CWB 
events in their communities, others 


decided to see the organization for 
themselves. A total of 1,553 people 
toured the CWB during the 1996-97 
crop year. 


We took a more pro-active role in 
bringing people into our Winnipeg 
headquarters with a new series of 
tours called Go with the Grain. Six 
groups of farmers came to Winnipeg 
for three days to tour the CWB, the 
Winnipeg Commodity Exchange, the 
Cereal Research Centre, the Canadian 
Grain Commission and the Canadian 
International Grains Institute. We 
continue to promote these tours as a 
way for farmers to learn more about 
different facets of the grain industry 
in Western Canada. 


Farmers who were unable to visit the 
CWB’s Winnipeg office in person made 
good use of our toll-free telephone 
service. Our 1-800 call centre received 
substantially more calls in its second 
year of operation as farmers 

became more aware of this service. 
The toll-free line, 1-800-ASK-4CWB 


Go Malting!, a newsletter for barley growers, is published in 
cooperation with members of the Canadian malting barley industry. 
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(1-800-275-4292), received 165,000 
calls in the 1996-97 crop year, up 

from 122,000 the year before. Staff at 
the call centre also telephoned many 
farmers to give them timely information 
about grain delivery contracts. 


INTERNET LIFT-OFF 


In January 1997, the CWB officially 
launched Its web site at www.cwb.ca. 
We had nearly 25,000 visitors in less 
than six months, surpassing all of our 
expectations. Farmers tell us they 
make return visits to our web site to 
keep track of initial payments, Pool 
Return Outlooks and delivery calls. 
Other farmers use the Internet for 
two-way communication. We receive 
about 20 e-mails each week from 
farmers making suggestions or asking 
questions related to grain marketing. 


With increased services and growing 
interest in the Internet, we expect 
more than 100,000 visitors to come to 
our site in the upcoming crop year. 
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STRONG PARTNERSHIPS AND 


NEW OPPORTUNITI 


Successes in the Canadian grain 
industry come from working together. 
Just as the air seeder needs the 
tractor, the CWB cannot work without 
strong, productive relationships with 
industry partners. 


STIMULATING VALUE-ADDED 
PROCESSING 


The repeal of the Western Grain 
Transportation Act in 1995 created 
tremendous interest in value-added 
processing in Western Canada. 
Prairie farmers began actively looking 
for ways to avoid high freight costs 
and process their grains closer 

to home. 


In 1996-97, we continued our efforts 
to create a positive environment for 
investment in cereal processing 

by holding one-day workshops in 
Dauphin and Portage la Prairie, 


Manitoba on value-added opportunities 
for producers. The workshops were 
sponsored in part by Manitoba 
Agriculture and were a mini-version 
of the CWB’s first Moving Up Market 
conference, held in Saskatoon, 
Saskatchewan, in June 1996. 

Building on the success of the first 
value-added conference, we planned 
the second annual Moving Up Market 
conference for 1997-98 in Calgary, Alberta. 


Value-added processing of 
wheat and barley encompasses 
milling, malting, baking and the 
transformation of these grains 
into nutraceuticals and other 
industrial products. 


PRO-ACTIVE ON PROTEIN 


Our customers pay premiums for 
wheat based on protein content. 
When high protein wheat is in short 


supply, the premiums may be large. 
Conversely, when supplies of high 
protein wheat are widely available, 
premiums shrink. Farmers can often 
influence the protein content of 

their wheat through effective crop 
management. The challenge for 
western Canadian farmers is to make 
effective soil fertility management 
decisions when the protein premiums 
are not known for the coming year. 
This is where the Prairie Protein 
Action Committee comes in. 


The committee was formed in 1997 
with the goal of providing farmers 

as much information as possible to 
help them evaluate the relative value 
of protein. It is made up of members 
representing a wide spectrum of the 
grain industry: plant breeders, soil 
and cereal scientists, fertilizer 
industry representatives and provincial 
agriculture extension specialists. 


A wide variety of value-added products can be made from Canadian wheat. 


The committee is also working to 
identify and monitor research relating 
to management of protein quality and 
quantity. As part of this work, a Wheat 
Protein Symposium is being held in 
1998 in Saskatoon, Saskatchewan. 


FAIR VALUE FOR GRAIN 


When farmers deliver their grain, we 
want to pay them as accurately as 
possible for their product. We worked 
closely with the Western Grain 
Elevator Association in the 1996-97 
crop year to prepare for paying 
farmers for the relative value of each 
one-tenth of a percentage increase in 
protein. We are also investigating 
paying farmers for grain on a dry 
matter basis. 


PREPARING FOR A NEW CASH 
ADVANCE PROGRAM 


The federal government implemented 
a new cash advance program under 
the Agricultural Marketing Programs 


The winners of the Malting Barley Quality Competition, two-row category, 

travelled to China to meet with buyers of western Canadian malting barley. 

Shown at the Great Wall of China are: (I to r) Michael Brophy, CWB; 

Eldon Brick from Netherhill, Saskatchewan; James Stanger from Drumheller, Alberta; 
Fred Barteaux from Birtle, Manitoba; Lorna Brick; Eileen Stanger; Paul Westdal, 


Canadian International Grains Institute; and Shirley Barteaux. 


Act at the beginning of the 1997-98 
crop year. The CWB administers wheat 
and barley cash advances on behalf of 
the federal government. To assist with 
the transition from one program to 
another, we held 40 meetings with 
elevator managers, their employees 
and grain company head office staff. 
We not only explained policies and 
procedures, but also received 
important feedback that helped us 
develop cash advance application 
forms and policies. 


SEARCHING FOR QUALITY 
MALTING BARLEY 


The search was on for the best malting 
barley growers in 1996-97. As a member 
of the Barley Development Council, 
the CWB was pleased to be a major 
sponsor of the first annual Malting 
Barley Quality Competition, designed 
to broaden awareness of the quality 
factors that make barley suitable 

for malting. 
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As growers submitted samples of 
their malting barley to selectors, the 
selecting company automatically 
entered them in the competition. An 
independent panel of judges, including 
grain company selectors and malting 
barley breeders, chose the best 
two-row and six-row samples 
submitted from regional crop districts. 


Provincial winners were invited to 
participate in customer visits. The 
CWB took the winners in the two-row 
category to China where they toured 
malt houses and breweries and met 
with buyers. Six-row winners were 
taken on a tour of three U.S. cities 

by trip sponsors XCAN Grain, 

Cargill and UGG. They met with 
representatives of Anheuser-Busch, 
Miller Brewing Company and Cargill's 
Ladish Malting Co. and toured the 
Minneapolis Grain Exchange. 
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FINDING DIFFERENT ROUTES 
TO MOVE GRAIN 


The transportation crisis in 1996-97 
spurred the CWB to look at alternative 
routes to move grain. Over 100 000 
tonnes of grain were moved through 
the U.S. for non-U.S. destinations. 
This included a shipment through the 
Pacific Northwest (PNW) from 
Portland, Oregon. 


In February 1996, 23 000 tonnes of 
milling wheat were loaded into 
Burlington Northern rail cars out 

of AgPro Grain facilities in Winnipeg, 
where the grain had been pre-cleaned. 
The grain was then railed directly to 


Portland and loaded on a vessel 
bound for the Philippines. 


Rail freight rates to the PNW are 
about $20 per tonne higher than rates 
for comparable movement in 
Canada. But, given the major 
problems the industry faced in 
exporting grain out of the West Coast 
in the early months of 1997, we were 
able to work with the industry to 
make this sale viable, putting 
additional sales on the books in a 
premium-priced period. 


For the second time in two years, 
we also worked with farmers, 
accredited exporters and the 
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Canadian Grain Commission to 
send shipments by rail to Mexico 
and through the Gulf of Mexico to 
destinations in Latin America. 


USING RESOURCES WISELY 


Our association with the federal 
government provides a valuable 
service for farmers. All borrowings 
and credit sales are fully guaranteed 
by the Government of Canada. 

We use this federal government 
guarantee to earn farmers money 
every year and in the 1996-97 crop 
year, our interest earnings were 
nearly double the CWB’s $47 million 
administration costs. 


Grain is loaded in Winnipeg and railed through the U.S. to 
Portland, Oregon for loading onto a vessel destined for the Philippines. 


BUILDING 


STRONG 


We work with long-time customers 
and new markets, promoting Prairie- 
grown wheat and barley at home and 
around the world. 


VENTURING INTO VIETNAM 


Vietnam is a growth market for Canadian 
wheat. The Asian country is shifting 
from a flour-based market to a 
grain-based market. By the year 2000, 
overall wheat imports could increase 
to as much as 300 000 to 400 000 
tonnes per year, from current imports 
of less than 100 000 tonnes. 


In March 1997, the CWB led a market 
development mission to Vietnam to 
encourage millers to buy top-quality 
Canadian wheat. The mission was 
followed up by a seminar in June 1997 
to demonstrate the end uses of 
Canadian wheat classes. In the fall 


A copy of the CWB Letter of Agreement with seven flour millers in Thailand. 


t: The Canadian delegation stops for dinner in the desert on a tour hosted 
the Gulf Import and Export Co. in the United Arab Emirates. The Canadian 
team (kneeling) from | to r: Earl Geddes, CWB Program Manager, Market 
evelopment; Ramzy Yelda, CWB Marketing Manager, Middle East; Dr. Phil 
Williams, Program Manager at the Canadian Grain Commission's Grain 
search Laboratory; and Ashok Sarkar, Head, Milling Technology, Canadian 
International Grains Institute. 


MARKETS 


of 1997, the CWB sold wheat to a 

new flour mill in Vietnam. This sale 
represented the first-ever shipment of 
wheat to the new mill. 


THAILAND'S COMMITMENT TO 
CANADIAN WHEAT 


Since 1973, we have sent 25 marketing 
missions to Thailand, working to build 
strong relationships and promoting the 
use of Canadian wheat. This work paid 
off again in January 1997, when the 
CWB and seven flour millers in 
Thailand signed a Letter of 
Agreement aiming to surpass one 
million tonnes of Canadian wheat 
imports over the next five years. 
Commissioner Gordon Machej signed 
the agreement during the Team 
Canada trade mission to Asia, in the 
presence of Prime Minister Jean 
Chrétien and the Prime Minister of 
Thailand, Chavalit Yongchaiyudh. 


— 
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MISSION TO THE UNITED 
ARAB EMIRATES 


In March 1997, the CWB participated 
in a two-week investigative mission to 
the United Arab Emirates. Together 
with representatives from the 
Canadian Grain Commission and the 
Canadian International Grains 
Institute, we met with Arab millers and 
bakers to investigate market potential. 
The CWB had not ventured into this 
market since before the Gulf War, 
which began in early 1991. Within two 
months of the mission, we sold wheat 
to the United Arab Emirates, marking 
the first shipment of Canadian wheat 
to this country since 1989. Since 

then, we have continued to make 
regular wheat sales to the United 
Arab Emirates. 
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TODAY'S PERFORMANCE IS 


TOMORROW'S SUCCESS 


We are working not only for the 
present, but also for the next 
generation of farmers. 


WORKING TOWARDS 2000 


The CWB is a leader among 
Canadian businesses in dealing with 
the Year 2000 problem. We were one 
of the first organizations in Canada to 
respond to the inability of some 
computer programs to recognize 
dates beyond December 31, 1999. We 
began work to correct the problem in 
1995, pioneering some techniques 
that are now in use outside the CWB. 


Our strategy has been to repair some 
applications and replace others. 
Careful consideration has gone into 
determining which programs are 
worth rewriting and which ones 
should be replaced. We rely on 
computer software to record grain 
inventories, producer payments 
and grain sales, so we have put 
significant resources into modifying 
our computer infrastructure. 


IMPROVING OUR FINANCIAL 
REPORTING SYSTEMS 


We have started a corporate-wide 
initiative to replace and re-engineer 
our financial reporting systems to 
better provide managers with the 
information they need to make 
decisions quickly and accurately. For 
example, we will be able to monitor 
grain inventory more closely as it 
moves from the country elevator 
system right through to export 
position, allowing us to provide 
better service to our customers. In 
addition, improved cash management 
systems for tracking payables and 
receivables will provide managers 
with up-to-the-minute information 

on demand. 


SUPPORTING OUR PEOPLE 


The key factor in developing and 
delivering the benefits promised by 
modern technology is people. We 
recognize that change in technology 
places new demands on employees 
and the roles they are expected to 
play. In 1996-97, we established a 
Change Management function within 


Suzanne Sawchuk, one of the CWB’s receptionists. 


our Human Resources Department, 
in order to match employee skills 
with the changing requirements of 
the corporation. Our goal is to train 
existing employees for new roles, 
thereby retaining the benefits of their 
in-depth knowledge of the CWB. 


We recognize that change in the 
workplace can be stressful and we 
want to provide our employees with 
as much support and information as 
possible. We are in the process of 
implementing a human resource 
information system, which includes 
reviewing all human resource 
activities at the CWB. In 1996-97, we 
conducted a pilot project to provide 
employees with personal information 
on their salaries and benefits 
through their computer workstations. 
We are targeting the 1997-98 crop 
year to provide all employees and 
management with better human 
resource tools, including improved 
access to personal information, 
training and information to assist in 
career planning. 


The CWB had 491 permanent 
employees as of July 31, 1997. We 
expect our employees to maintain a 


high standard of performance and in 
1996-97 our compensation policies 
were revised to reflect that. Our 
policies, geared towards performance, 
are aimed at retaining superior staff 

in a highly competitive industry. 


SENIOR STAFF CHANGES 


There were several senior staff 
changes during the 1996-97 crop year. 
Ward Weisensel was appointed Head, 
Corporate Policy, in September 1996, 
replacing Dr. Harvey Brooks, who had 
resigned from that position in August 
1996. Cecil Wright, General Director of 
Information Technology, resigned May 
31, 1997. Greg Hauser, on contract to 
the CWB, assumed Mr. Wright's role. 
Gordon Bacon, Director of Market 
Development, resigned in August 1997. 
Gordon Flaten will be taking over this 
position in the 1997-98 crop year. Keith 
McMahon was appointed Corporate 
Controller in January 1996. 


In addition, in January 1998, Dr. Brian 
Oleson, Executive Director, Planning 


and Communications, was seconded to 
fill the new position of Agribusiness 
Chair in Cooperatives and Group 
Marketing at the University of 
Manitoba until December 2000. 


WHEAT QUALITY ASSURANCE 


The CWB is working with the Canadian 
Grain Commission (CGC) to propose 
changes to Canada’s wheat quality 
assurance system. These changes 

will increase Canada’s competitive 
advantage in world grain markets 

and will benefit producers and 
international customers. 


Some customers are starting to 
demand more specific quality 
requirements. New, more precise 
methods of testing quality are being 
developed and the cost of this testing 
equipment is getting less expensive. 
Through new scientific methods, plant 
breeders are better able to develop 
new varieties which offer higher 
yields, better control of diseases or 
shorter days to crop maturity. In 
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this dynamic environment, our current 
system of wheat quality is becoming 
more confining. 


During the 1996-97 crop year, the 
CWB and CGC met with farmer focus 
groups across the Prairies and with 
representatives from grain companies, 
industry associations, universities and 
government agencies. The consensus 
from these meetings is that our quality 
assurance system has worked well, 
but could restrict Canada’s marketing 
options in the future. Participants 
cautioned against changing the 
system too rapidly and requested more 
information on how proposed changes 
would affect the system. 


Following the consultations, action 
plans were developed by the CWB 
and the CGC and distributed to grain 
industry participants for comment. 
These plans form a blueprint on 

how the industry will pursue changes 
to its wheat quality assurance system 
in the future. 


Dr. Fred Townley-Smith, a wheat breeder at Agriculture and 


Agri-Food Canada’s Cereal Research Centre in Winnipeg, checks a test plot of wheat. 
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CROP YEAR 


IN REVIEW 


CWB HITS NEW RECORD IN 
TOTAL SALES 


A combination of higher-than- 
average prices and increased 
production of wheat and barley in 
Western Canada led the CWB to its 
highest sales values on record. 
Sales values from the four pool 
accounts — wheat, durum, barley 
and designated barley — from sales 
to domestic and export markets 
reached $6.1 billion in 1996-97, 
surpassing the 1995-96 record 

of $5.8 billion. 


This sales performance continues to 
solidify the CWB’s position among 
the top ten Canadian exporters. Only 
the three major car manufacturers 
(General Motors of Canada Ltd., 
Chrysler Canada Ltd. and Ford Motor 
Co. of Canada Ltd.) and IBM Canada 
Ltd. generate more sales revenue 
from exports than the CWB. 


(Top 50 exporters. The Globe and 
Mail Report on Business Magazine, 
July 1997). 


While the organization posted record 
sales values, this did not translate 
into record profits for farmers. In 
addition to rising input costs, farmers 
paid a freight and handling bill of 
over $1 billion. These costs have 
increased substantially in the last 
few years. 


Prices for wheat, durum and barley 
were generally strong throughout 
1996-97 but had fallen sharply from 
the 1995-96 record as world wheat 
and coarse grain supplies rebounded. 
All major wheat exporters — the United 
States, Canada, the European Union 
(EU), Australia and Argentina — 
increased wheat acreage in an 
effort to replenish low stocks. World 
wheat production reached 583 
million tonnes in 1996-97, up 46 
million tonnes from 1995-96. Coarse 


grain production increased 103 
million tonnes to 905 million tonnes 
in 1996-97. As a result, the average 
sales values per tonne for all four 
pool accounts fell in 1996-97 
compared to the previous year. 


A LESS-THAN-PERFECT 
GROWING SEASON 


Wheat and barley seeding got off to 
a slow start in the spring of 1996. 
Flooding in the Red River Valley and 
the Regina plains, as well as above 
average spring rainfall through the 
northern Prairies in early May, 
delayed seeding. Generally cool 
temperatures throughout June and 
July kept plant development behind 
normal and increased concerns about 
the possibility of frost damage. The 
month of August, however, was hot 
and dry across most of the Prairies, 
with the exception of the Peace 
River area and parts of northeastern 
Saskatchewan, accelerating plant 
development and maturation. 


Joachim Hengerer farms with a clear view of the mountains near Pincher Creek, Alberta. 


Harvesting started in late August, 
but was halted the second week of 
September, at approximately 75 per 
cent complete, by frost in the 
northwestern Prairies. Cool, drizzly 
weather set in which delayed 
harvest through the remainder 

of September. 


A snowstorm at the end of September 
affected most of Western Canada but 
was heaviest in the southern half of 
the Prairies. Quality of wheat and 
barley harvested after this storm was 
considerably poorer than the earlier 
harvest. Winter weather by the end of 
October left about five to six per cent 
of wheat and barley still unharvested. 


Despite the slow start to seeding and 
the poor harvest weather, production 
of the six major grains in Western 
Canada reached a record 54 million 
tonnes. The increase in production 
was due to a combination of declining 


Harvest nears completion on the Emerson Trail near Sexsmith, Alberta. 


summer fallow and an acreage shift 
from oilseeds to higher-yielding 
cereal crops. 


With a massive volume of grain and 
oilseeds produced on the Prairies in 
the summer of 1996, the transportation 
system was challenged to move these 
grains to market on time. During the 
winter months, both Canadian National 
and Canadian Pacific Railway had 
difficulties meeting unload targets 

for wheat and barley previously 
established with the industry. As a 
result, the CWB's sales program and 
farmers’ delivery opportunities were 
affected. The CWB scaled back each 
of its four contract series on certain 
grains and grades, initially in 
response to the large volumes of grain 
produced, and later due to slipping 
rail performance. 


The CWB issued a special contract 
series, Series U, in the spring of 1997 
for farmers with unthreshed grain. The 
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CWB also continued to accept grain 
deliveries for the 1996-97 crop year at 
congested delivery points, after the 
official close of the year. 


AN EVER-CHANGING 
MARKETPLACE 


The Canadian wheat and malting 
barley industries were the single 
largest market for western Canadian 
grain in 1996-97. Sales of non-durum 
wheat to the domestic milling market 
were 2.25 million tonnes, up 200 000 
tonnes from 1995-96. Deliveries of 
malting barley to domestic maltsters 
for production of domestic and export 
malt hit 1.2 million tonnes, the same as 
in 1995-96. 


On the export front, Iran topped the list 
as the largest export customer for 
milling wheat for the first time in the 
CWB's history. Iran, importing 2.03 
million tonnes, replaced China as the 
largest volume export buyer. 
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lran also figured prominently in 
Canada's export sales of durum 
wheat as a result of the CWB 
negotiating the world’s first-ever 
commercial export sale of durum to 
Iran. The sale of over 600 000 tonnes 
put Iran second behind Algeria in the 
volume ranking. Sales to Algeria 
topped 1.2 million tonnes in 1996-97. 


In feed barley marketing, Saudi 
Arabia was again Canada’s largest 
volume customer in the export 
market followed by Japan and Iran. 
For malting barley, the largest 
volume export customer was the 
U.S. China was second. 


ANALYSIS OF WHEAT 
POOL ACCOUNT 


Western Canadian non-durum wheat 
production totalled 25 million tonnes 
in 1996, up sharply from last year's 
18.8 million tonnes. Seeded acreage 
devoted to wheat increased nearly 


LARGEST VOLUME CUSTOMER COUNTRIES 


thousands of tonnes 


10 per cent over 1995-96, while flax 
and canola acreage slipped by 32 
and 33 per cent respectively. 


The poor harvest weather affected 
the overall grade pattern of the 1996 
crop. Of the 20.5 million tonnes of 
Canada Western Red Spring (CWRS) 
wheat produced in 1996, less than 
one-third made the No. 1 grade. 
Seventeen per cent of the CWRS 
wheat grown graded feed wheat 
quality. Protein content, measured by 
the Canadian Grain Commission 
using Combustion Nitrogen Analysis 
(CNA) after August 1, 1996 (as 
opposed to the former Kjeldahl 
method) was generally similar or 
slightly lower in 1996 than 1995. The 
mean protein of No. 1 CWRS in 1996 
was 13.1 per cent. 


The CWB posted a record total sales 
value of $4.23 billion on receipts of 
19.8 million tonnes. This resulted in 
the third highest average sales value 
per tonne on record at $214.15 in 
store Vancouver/St. Lawrence. 


Operating costs on the wheat pool 
were up $42 million from the year 
before. Demurrage, net of despatch 
earnings, was $18.7 million in 
1996-97, nearly double last year's 
figure. This was due to the severe 
rail transportation problems. Country 
elevator carrying charges were 
marginally higher overall, but they 
represented a lower cost per tonne 
because interest rates and the value 
of the product being financed were 
generally lower than the year before. 
Terminal storage costs were higher 
because of larger inventories and 
longer storage periods. Additional 
freight to terminals increased 
because more grain was moved from 
areas outside the traditional 
catchment areas. Additional freight 
costs were lower, reflecting a smaller 
freight rate increase of 1.7 per cent 
in 1996-97 compared to 6.5 per cent 
in 1995-96. Drying costs increased by 
over $13.5 million dollars, reflecting 
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WHEAT 


(excluding durum) 


the large amounts of tough and damp 
grain delivered by farmers. CWB 
administration expenses charged to 
the wheat pool account increased 
about $5 million due to wheat accounting 
for a greater percentage of total 
deliveries to the CWB and therefore 
incurring a greater percentage of 
administration expenses. 
Administrative expenses were $1.70 
per tonne or 4.6 cents per bushel. 
(Total administration costs across all 
four pool accounts rose because of 
increased expenditures on computer 
equipment, recruitment and legal fees, 
as well as increased depreciation.) 
Interest earnings on the wheat pool 
account amounted to more than $65 
million this year. 


ANALYSIS OF DURUM 
POOL ACCOUNT 


Western Canadian durum wheat 
production slipped to 4.63 million 
tonnes in 1996. The grade pattern was 
marginally better than the previous 
year. Fifty per cent of the crop fell in 
the top two grades, compared to 44 
per cent last year. 
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The protein in the top three grades of 
Canada Western Amber Durum 
(CWAD) was higher than 1995, but still 
below average. Mean protein for No. 1 
CWAD was 12.8 per cent. The average 
sales value of the durum pool was 
$247.96 per tonne in store 
Vancouver/St. Lawrence, the third 
highest on record. Receipts from pro- 
ducers were slightly lower than 
1995-96, at 3.9 million tonnes. 


Costs to the pool account decreased 
by approximately $6 million in 1996-97 
compared to the year before. Country 
elevator carrying charges were $2.4 
million lower due to lower interest 
rates and a lower per-tonne value of 
the product. Terminal storage costs 
were also lower due to relatively good 
export movement of durum through the 
East Coast ports. The CWB incurred 
demurrage of $1.3 million (net of 
despatch earnings) due to the 
transportation problems. Additional 
freight to terminals decreased as 
most of the durum was moved from 
traditional catchment areas. Drying 
costs were substantially higher than 
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1995-96 costs, at $2.1 million compared 
to $78,000, due to larger amounts of 
tough and damp grain delivered to the 
CWB. Administrative expenses were 
almost $2 million lower than in 1995-96 
because durum wheat accounted for a 
lower percentage of the total receipts 
to the CWB and, therefore, absorbed a 
lower percentage of the total expenses. 


ANALYSIS OF BARLEY 
POOL ACCOUNT 


Western Canadian barley production 
hit a record 15 million tonnes as 
farmers reacted to high barley prices 
for both feed and malt in 1995-96. The 
record production was 21 per cent 
more than 1995 and 30 per cent higher 
than the 10-year average. 


Receipts from producers to the barley 
pool account nearly doubled from 
1995-96 to reach 2.4 million tonnes in 
1996-97. The average sales value per 
tonne dropped to $158.18 in store 
Vancouver/St. Lawrence from the 
record $210.30 per tonne in 1995-96. 
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Feed barley returns were strongly 
affected by aggressive export 
intervention on the part of the EU. 
As early as September 1996, the 
EU began subsidizing barley sales 
at a rate of approximately Cdn 

$1 per bushel. 


Costs to the barley pool were 
substantially higher than 1995-96. 
Total costs were $18.3 million 
compared to $3.4 million the year 
before. Country elevator carrying 
charges more than doubled, reflecting 
the doubling of the pool size. The 
larger pool size also influenced 
terminal storage costs. Demurrage 
charges increased to $4.1 million 
from $283,000 due to transportation 
problems. Additional freight to 
terminals increased as more grain 
was moved from areas outside the 
traditional catchment areas. Drying 
costs dramatically increased to $3.5 
million from only $13,000 in 1995-96. 
Again, as with other pool accounts, 
this reflected the large amounts of 


tough and damp grain delivered by 
farmers. More administrative 
expenses were assessed to the 
barley pool because it accounted for 
a higher proportion of total deliveries 
to the CWB. 


ANALYSIS OF DESIGNATED 
BARLEY POOL ACCOUNT 


Designated barley refers to barley 
selected and accepted from 
producers for use in malting, pot or 
pearling, although most of the 
designated barley is used for malting. 
Despite the wet weather in early 
September, adequate amounts of 
designated barley with excellent 
quality were produced in 1996. 


Receipts from producers were 2.4 
million tonnes, slightly lower than the 
record-breaking volumes of the past 
two years. The average sales value 
also fell to $221.01 per tonne in store 
Vancouver/St. Lawrence, compared 
to $243.20 per tonne the year previous. 


CWB DISTRIBUTION OF SALES PROCEEDS 


(ALL GRAINS) 


Other Operating Costs (1.77%) 
(excluding Administrative Expenses) 


Administrative Expenses (0.79%) 


Overall costs to the pool were higher 
in 1996-97 at $2.3 million from $1.2 
million the year before. Country 
elevator carrying charges were 
higher due to grain companies 
paying more farmers in full at the 
time of delivery (as opposed to the 
consigned carlot system). In this 
way, the CWB paid storage and 
interest to the country elevator 
companies for the time that the 
grain was stored and financed by 
them. Primarily as a result of the 
transportation problems, the CWB 
incurred demurrage of $219,000 in 
1996-97 compared to despatch of 
almost $7,000 in 1995-96. The CWB 
also paid additional freight to 
terminals for a special shipment of 
hulless barley which was sold to 
Japan for the food market. Interest 
earnings were lower because more 
money was paid out to farmers earlier 
in the crop year, leaving minimal 
sums in the pool on which interest 
could be earned. 


Distribution to Producers (97.44%) 
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The Canadian Wheat Board 
La Commission canadienne du blé 


The financial statements of the Canadian Wheat Board together with other information 
contained in this annual report have been prepared by management, who have full 
responsibility for them, and approved by the Board. These statements reflect the results for 
the year ended July 31, 1997 and the financial status of the CWB as at that date. 


Management's responsibility includes ensuring that the financial statements are prepared 
in accordance with generally accepted accounting principles appropriate in the 
circumstances and consistently applied, and that appropriate systems of internal controls 
and formal policies and procedures are in place to ensure the integrity and reliability of 
accounting and financial reporting, as well as the safety of all of the organization's assets. 


Deloitte & Touche, Chartered Accountants, the CWB’s external auditors, have performed an 
independent examination of the financial statements in this report. Management has made 
available to the external auditors all financial records and related data. 


The Canadian Wheat Board is responsible for ensuring that management fulfills its 
responsibilities for financial reporting and internal control. The Commissioners, along with 
the Chairman of the CWB Advisory Committee, act as an Audit Committee in exercising this 
responsibility. The committee meets with the external auditors to discuss the results of the 
audit and the evaluation of the CWB’s internal controls. The Internal Audit Department, 
reporting directly to the Audit Committee, has a mandate to provide timely 
recommendations and assessments concerning the effectiveness of internal controls. The 
committee reviews the action taken by management with respect to the recommendations 
made by the internal and external auditors. 
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Executive Director, Finance and Treasurer 
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| AUDITORS’ REPORT 


Deloitte & 
Touche 


JN Deloitte & Touche 
eo Chartered Accountants 


360 Main Street, Suite 2200 Telephone: (204) 942-0051 
Winnipeg, Manitoba R8C 3Z3 __— Telecopier: (204) 947-9390 


To the Canadian Wheat Board: 

We have audited the financial statements of the Canadian Wheat Board set out as Exhibits 
| to IX and notes thereto which include the balance sheet at July 31, 1997 and the 
statements of operations and distribution of earnings to producers for the 1996-97 pool 
accounts for wheat, amber durum wheat, barley and designated barley for the period 
August 1, 1996 to completion of operations on September 30, 1997, the statement of cash 
flow for the year ended July 31, 1997, the statement of advance payments to producers 
under the Prairie Grain Advance Payments Act as at July 31, 1997, the statement of 
administrative and general expenses and allocations to operations for the year ended July 
31, 1997, and the statement of special account transactions for the year ended July 31, 1997. 
These financial statements are the responsibility of the Canadian Wheat Board’s 
management. Our responsibility is to express an opinion on these financial statements ) 
based on our audit. | 


We conducted our audit in accordance with generally accepted auditing standards. Those 
standards require that we plan and perform an audit to obtain reasonable assurance 
whether the financial statements are free of material misstatement. An audit includes 
examining, on a test basis, evidence supporting the amounts and disclosures in the 
financial statements. An audit also includes assessing the accounting principles used and 
significant estimates made by management, as well as evaluating the overall financial 
statement presentation. 


In our opinion, these financial statements present fairly, in all material respects, the 
financial position of the Canadian Wheat Board as at July 31, 1997 and the results of its | 


Operations and the changes in its financial position for the periods shown in accordance ; 
with generally accepted accounting principles. 


LL Ee 
Clete a Veo 
Deloitte & Touche 


Winnipeg, Manitoba 
December 18, 1997 


Deloitte Touche 
Tohmatsu 
International 


BALANCE SHEET 


as at July 31 
1997 1996 
ASSETS 
Accounts Receivable 
Credit sales (Note 3) $ 6,418,291,510 $ 6,653,277,799 
Completed sales 66,184,064 25,669,295 
Prairie Grain Advance Payments Act 161,575,235 52,651,783 
Other 5,907,272 21,433,734 
~ 6,651,958,081 6,/53,032,611 
Stocks of grain (Note 4) 1,682,137,024 1,432,610,530 
Deferred and prepaid expenses (Note 5) 38,127,819 51,440,276 
Fixed assets (Note 6) 52,724,986 44,162,927 
TOTAL ASSETS $ 8,424,947,910 $ 8,281,246,344 
LIABILITIES 
Borrowings (Note 7) $ 6,240,754,143 $ 6,459,297,949 
Accounts payable and accrued expenses (Note 8) 105,772,615 107,957,005 
Liability to agents of the CWB (Note 9) 1,364,322,369 1,159,716,160 
Liability to Producers (Note 10) 703,327,514 545,233,825 
Provision for final payment expenses (Note 11) 8,108,840 5,805,860 
Special Account — net balance of 
undistributed payment accounts (Note 12) 2,662,429 3,235,545 
TOTAL LIABILITIES $ 8,424,947,910 $ 8,281,246,344 
APPROVED 
Lorne F. Hehn Richard H. Klassen 
Chief Commissioner Commissioner 
Gordon P. Mache} Donald E. Vernon 


Commissioner Executive Director, Finance and Treasurer 
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1996-97 POOL ACCOUNT - WHEAT 

STATEMENT OF OPERATIONS AND DISTRIBUTION OF EARNINGS TO PRODUCERS 
for the period August 1, 1996 to completion of operations on September 30, 1997 
(with prior year comparatives for the period ended July 31, 1996) 


1996-97 1995-96 
Rate per Rate per 
Amount Tonne Amount Tonne 
Receipts from Producers: Tonnes 19 756 578 14 352 453 
Revenue (Note 15) $ 4,230,897,275 $ 214.151 $ 3,812,102,708 $ 265.606 
Deduct Operating Costs 
Country Elevator Carrying Charges 56,525,504 2.861 53,088,474 3.699 
Terminal Storage 14,944,608 0.756 8,309,959 0.579 
Demurrage / Despatch 18,779,575 0.950 9,884,097 0.688 
Additional freight- to terminals 38,131,697 1.930 25,677,413 tl 7kske) 
- freight rate change 2,686,523 0.136 6,958,629 0.485 
Drying 13,804,982 0.699 149,237 0.010 
Interest and Depreciation on 
CWB Hopper Cars 2,371,393 0.120 3,400,351 0.237 
Administrative Expenses 33,565,468 1.699 2775027595 1.916 
Interest earnings (65,258,729) (3.303) (61,089,432) (4.256) 
115,551,021 5.848 73,881,323 5.147 
Earnings Distributed to Producers $ 4,115,346,254 $ 208.303 $ 3,738,221,385 $ 260.459 
Earnings Distributed as Follows: 
Initial Payments at delivery $ 3,707,842,403 $ 187.676 $2,918,509,781 $ 203.346 
Adjustment Payments 176,336,478 8.926 662,262,615 46.143 
Final Payment 231,066,148 11.696 157,283,664 10.959 
Rebate on Producer Cars 101,225 0.005 165,325 0.011 


$ 4,115,346,254 $ 208.303 _$ 3,738,221,385 $ 260.459 


1996-97 POOL ACCOUNT - AMBER DURUM WHEAT 
STATEMENT OF OPERATIONS AND DISTRIBUTION OF EARNINGS TO PRODUCERS 
for the period August 1, 1996 to completion of operations on September 30, 1997 
(with prior year comparatives for the period ended September 30, 1996) 


1996-97 1995-96 
Rate per Rate per 
Amount Tonne Amount Tonne 
Receipts from Producers: Tonnes 3 882 848 3 973 384 
Revenue (Note 15) $ 962,792,723 $ 247.961 _ $ 1,130,364,370 $ 284.484 
Deduct Operating Costs 
Country Elevator Carrying Charges 11,965,467 3.082 14,386,754 3.621 
Terminal Storage 5,010,878 1.290 7,956,863 2.002 
Demurrage / Despatch ~ 1,294,828 0.333 (781,718) (0.197) 
Additional freight-to terminals 1,225,932 0.316 3,510,438 0.883 
-freight rate change 604,658 0.156 1,304,605 0.328 
Drying 2,180,510 0.562 78,839 0.020 
Interest and Depreciation on 
CWB Hopper Cars 466,060 0.120 941,365 0.237 
Administrative Expenses 6,251,570 1.610 8,004,750 2.015 
Interest earnings (8,883,675) (2.288) (9,334,782) (2.349) 
20,116,228 5.181 26,067,114 6.560 
Earnings Distributed to Producers $ 942,676,495 $ 242.780  $ 1,104,297,256 $ 277.924 
Earnings Distributed as Follows: 
Initial Payments at delivery $ 682,288,454 $ 175.719 $ 831,562,780 $ 209.284 
Adjustment Payments 161,120,614 41.495 175,425,808 44.150 
Interim Payment - - 41,703,041 10.496 
Final Payment 99,260,014 25.564 55,592,731 13.991 
Rebate on Producer Cars 7,413 0.002 12,896 0.003 
$ 942,676,495 $ 242.780 $ 1,104,297,256 $ 277.924 


EXHIBIT IV 


1996-97 POOL ACCOUNT - BARLEY 

STATEMENT OF OPERATIONS AND DISTRIBUTION OF EARNINGS TO PRODUCERS 
for the period August 1, 1996 to completion of operations on September 30, 1997 
(with prior year comparatives for the period ended July 31, 1996) 


1996-97 1995-96 
Rate per Rate per 
Amount Tonne Amount Tonne 
Receipts from Producers: Tonnes 2 440 097 1 267 781 
Revenue (Note 15) $ 385,966,275 $ 158.177 $ 266,619,989 $ 210.304 
Deduct Operating Costs 
Country Elevator Carrying Charges 9,362,874 3.837 4,261,033 3.361 
Terminal Storage 2,462,246 1.009 1,666,050 1.314 
Demurrage / Despatch 4,090,147 1.677 283,322 0.223 
Additional freight -to terminals 1,929,869 0.791 (635,706) (0.501) 
-freight rate change 232,271 0.095 1,080,912 0.853 
Drying 3,493,943 1.432 13,027 0.010 
Interest and Depreciation on 
CWB Hopper Cars 292,886 0.120 300,360 0.237 
Administrative Expenses 4,163,495 1.706 2,442,236 1.926 
Interest earnings (7,678,940) (3.147) (5,970,870) (4.710) 
18,348,791 7.520 3,440,364 PENS: 
Earnings Distributed to Producers $ 367,617,484 $ 150.657 $ 263,179,625 $ 207.591 
Earnings Distributed as Follows: 
Initial Payments at delivery $ 339,813,142 $ 139.262 $ 220,053,281 $ 173.574 
Adjustment Payments 13,787,821 5.651 32,304,766 25.481 
Final Payment 14,006,741 5.740 10,808,345 8.526 
Rebate on Producer Cars 9,780 0.004 1S23s 0.010 
$ 367,617,484 $ 150.657 $ 263,179,625 $ 207.591 


1996-97 POOL ACCOUNT - DESIGNATED BARLEY 
STATEMENT OF OPERATIONS AND DISTRIBUTION OF EARNINGS TO PRODUCERS 
for the period August 1, 1996 to completion of operations on September 30, 1997 
(with prior year comparatives for the period ended September 30, 1996) 


1996-97 1995-96 
Rate per Rate per 
Amount Tonne Amount Tonne 
Receipts from Producers: Tonnes 2 402 091 2 549 505 
Revenue (Note 15) $ 530,873,216 $ 221.005 $ 620,029,297 $ 243.196 
Deduct Operating Costs 
Country Elevator Carrying Charges 599,100 0.250 243,513 0.096 
Demurrage / Despatch 219,284 0.091 (6,929) (0.003) 
Additional freight-to terminals 25,582 0.011 8,495 0.003 
-freight rate change 152,268 0.063 (33,653) (0.013) 
Interest and Depreciation on 
CWB Hopper Cars 288,279 0.120 604,023 0.237 
Administrative Expenses 4,084,200 1.700 4,885,483 1.916 
Interest earnings (3,043,871) (1.267) (4,468,138) (1.752) 
2,324,842 0.968 1,232,794 0.484 
Earnings Distributed to Producers $ 528,548,374 $ 220.037 $ 618,796,503 $ 242.712 
Earnings Distributed as Follows: 
Initial Payments at delivery $ 436,485,500 $ 181.711 $ 493,505,162 $ 193.569 
Adjustment Payments 65,696,042 27.350 80,823,962 31.702 
Final Payment 15,945,563 6.638 33,696,550 WEEP? 17/ 
Producer Contract Storage 10,421,269 4.338 10,770,829 4.224 
$ 528,548,374 $ 220.037 $ 618,796,503 $ 242.712 
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EXHIBITV) ay 


STATEMENT OF CASH FLOW 
for the year ended July 31 


1997 1996 
Cash Flow from Operating Activities 
Cash received from the sale of grain $ 6,110,529,489 $ 5,829,116,364 
Interest earned 84,865,215 80,863,222 
Cash paid for operating costs (241,206,097) (185,484,817) 
Add items not requiring an outlay of cash 
-depreciation 5,221,774 4,745,328 
Cash flow from operating activities before 
working capital changes 5,959,410,381 5,729,240,097 
Changes in working capital (69,001,523) 176,462,652 
5,890,408,858 5,905,702,749 
Cash Flow from Other Activities 
Decrease in accounts receivable -credit sales 234,986,289 78,278,156 
Purchase of fixed assets (13,783,833) (1,603,649) 
221,202,456 76,674,507 
Net Cash Flow before Distribution 6,111,611,314 5,982,377,256 
Cash Distributed to Producers 
Cash balance undistributed in prior year (299,275,785) (524,164,822) 
Current year balances distributed to Producers 
prior to July 31 (5,593,791,723) (5,425,218,984) 
(5,893,067,508) (5,949,383,806) 
Net Increase in Cash 218,543,806 32,993,450 
Borrowings at beginning of year (6,459,297,949) (6,492,291,399) 


Borrowings at end of year ($ 6,240,754,143) ($ 6,459,297,949) 


as at July 31 


Interest costs payable by Government of 
Interest costs payable by Government 


Interest charges payable by Producers 
Regular interest payable by Producers 


Default interest 


Deduct balance of funds received from 


STATEMENT OF ADVANCE PAYMENTS TO PRODUCERS 
UNDER THE PRAIRIE GRAIN ADVANCE PAYMENTS ACT 


Canada 
of Canada 


Deduct amounts received from Government of Canada 


Deduct amounts received from Producers 


Interest received from Producers on default payments 
Deduct amounts forwarded to the Government of Canada 


$ 11,316,856,057_ _$ 11,081,727,906 


Government of Canada to cover advance payments in default 
Line Elevator Companies to cover advance payments in default 
Line Elevator Companies to cover current advances 


1997 


$ 235,128,151 


383,367,301 
(382,920,379) 


446,922 


30,390,986 


(28,602,831) 


1,788,155 


(33,761,679) 


31,552,114 


(2,209,565) 


(71,878,188) 
(1,466,902) 
(233,338) 
(73,578,428) 


$ 161,575,235 


AN __i997,—SO__—=i996 


Cash Advances Balance to Balance to 
Advances to Repaid by be refunded be refunded 
Producers Producers by Producers by Producers 

Balance to be refunded by Producers 
1988-89 and prior crop years $ 4,705,363,450 $ 4,694,983,915 $ 10,379,535 $ 10,626,032 
1989-90 crop year 144,260,874 141,956,590 2,304,284 2,516,948 
1990-91 crop year 1,461,790,445 1,453,627,144 8,163,301 8,754,814 
1991-92 crop year 1,163,737,749 1,154,360,881 9,376,868 10,466,755 
1992-93 crop year 1,081,150,782 1,069,192,498 11,958,284 14,200,245 
1993-94 crop year 819,208,984 800,000,176 19,208,808 25,861,434 
1994-95 crop year 524,197,302 521,172,972 3,024,330 7,042,617 
1995-96 crop year 542,198,368 538,740,829 3,457,539 67,176,060 
1996-97 crop year 874,948,103 707,692,901 167,255,202 . 


$ 146,644,905 
374,263,690 
(373,549,555) 

714,135 
29,376,803 
(25,587,645) 

3,789,158 
(32,161,743) 

26,860,281 
(5,301,462) 
(90,984,373) 
(1,903,388) 
(307,192) 
(93,194,953) 


$ 52,651,783 


Since the 1990-91 crop year, the producer pays interest on the part of the cash advance that is in excess of 
$50,000, and the Government of Canada pays interest on advances up to $50,000 (except 1993-94 when the 
producer paid interest on the part of the cash advance that was in excess of $60,000 and was required to pay 
the first 2.25% interest on advances up to $60,000). During the 1989-90 crop year, the producer was required to 
pay all of the interest on the cash advance. Prior to this, the Government of Canada paid all of the interest. 


EXHIBIT VIII 


STATEMENT OF ADMINISTRATIVE AND GENERAL EXPENSES AND ALLOCATIONS TO OPERATIONS 
for the year ended July 31 


Administrative and General Expenses: 1997 1996 
Advisory Committee $ 212,019 $ 258,516 
Annual report, Grain Matters and other CWB publications 731,974 544,783 
Area representatives 375,485 T3S\8)-537) 7/ 
Audit fees 163,000 153,000 
Bonds and insurance 60,701 57,469 
Car Allocation Policy Group - CWB share of operating expenses 35,000 - 
Canadian International Grains Institute - CWB share 

of operating expenses 1,623,164 1,400,333 
Communications and information 195,818 262,746 
Computing equipment - rentals and services 5,762,260 72 SNSYE OOS: 
Depreciation on automobiles, building, computer equipment 

and systems, furniture and equipment 2,559,696 1,852,188 
District meetings 21,947 21,204 
Human resources - salaries 21,386,370 21,000,991 
Human resources - employment insurance, pension, 

group insurance, medical and other employee benefits 4,882,949 brISoIZ59 
Human resources - recruitment 252,863 71,026 
Human resources - training and development 203,665 320,134 
Legal fees and court costs 376,808 21,800 
Management consulting 482,812 534,912 
Manitoba Health and Education Tax 472,799 484,452 
Office and miscellaneous 1,195,881 927,563 
Postage 934,771 1,042,426 
Printing, stationery and supplies 539,379 567,978 
Publications and subscriptions 325,800 274,182 
Rental and lighting of offices, including maintenance of 

The Canadian Wheat Board building 2,059,766 2,075,693 
Repair and rental of office equipment 309,214 237,602 
Telecommunications 753,458 668,895 
Travelling and transfer of staff 1,506,784 1,303,016 


$ 47,424,383 $ 42,473,178 


Allocation to Operations: 1997 1996 


Marketing of Producers’ Grain 
1996-97 Pool Accounts 


- Wheat $ 19,306,864 
- Durum 3,443,975 
- Barley 2,384,553 
- Designated Barley 2,347,413 
1995-96 Pool Accounts 
- Wheat 12,347,138 $ 15,037,940 
- Durum 3,768,713 4,163,157 
- Barley 1,090,647 1,328,331 
- Designated Barley 2,193,290 2,671,272 
1994-95 Pool Accounts 
- Wheat 12,315,958 
- Durum 3,422,165 
- Barley : 891,399 
- Designated Barley 1,926,933 
Cost allocated to pool accounts based on relative tonnage 46,882,593 41,757,155 


Distributing Final Payments to Producers 
1989-90 to 1995-96 Pool Accounts 
(1989-90 to 1994-95 Pool Accounts for the prior year) 


- Wheat 327,032 441,361 
- Durum 91,620 124,417 
- Barley 65,020 81,228 
- Designated Barley 58,118 69,017 
Cost allocated to payment accounts based on activity 541,790 716,023 


$ 47,424,383 $ 42,473,178 


EXHIBIT IX 


STATEMENT OF SPECIAL ACCOUNT TRANSACTIONS 
for the year ended July 31 


1997 1996 
Balance of Special Account at beginning of year $ 3,235,545 $ 2,484,872 
Add transfer to Special Account from payment accounts 

authorized by Order-in-Council - 1,360,539 
3,235,545 3,845,411 

Deduct expenditures authorized by Order-in-Council noted below (562,076) (609,799) 
Deduct payments to producers against old payment accounts (11,040) (67) 
Balance of Special Account at end of year $ 2,662,429 $ 3,235,545 


Details of Expenditures: 

Unexpended Authorized Unexpended Expended 
Authorized by as at Crop Year as at Crop Year 
Order-in-Council Description of Purpose July 31, 1996 1996-97 July 31, 1997 1996-97 


P.C. 1994-1305 
P.C. 1995-2202 Market Development $ 335,783 $ e $ 179,229 $ 156,554 


P.C. 1995-2203 Canadian International 


P.C. 1996-1358 Grains Institute 
-capital expenditures 115,000 - 59,478 55/522 
P.C. 1990-1538 Scholarship Program 44,024 305,976 - 350,000 


$ 494,807 $ 305,976 $ 238,707 $ 562,076 


As at July 31, 1997 there were unexpended authorizations totalling $238,707 leaving an unallocated balance 
of $2,423,722. 


(1) 


(2) 


The following are an integral part of the financial statements. 


ACT OF INCORPORATION AND MANDATE 


The Canadian Wheat Board (CWB) was established by the Canadian Wheat Board Act, a statute of the 
Parliament of Canada. The CWB was created as an agent of Her Majesty in right of Canada for the 
purpose of marketing in an orderly manner, in inter provincial and export trade, grain grown in 
Western Canada. The CWB is accountable for its affairs to Parliament through the Minister 
responsible for the Canadian Wheat Board. 


SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 


(a) Results of operations 

The annual accounts at July 31 include the final operating results for all pool accounts for the crop 

year ended July 31, where marketing Operations have been completed before the issuance of the 

annual report for that year. In determining the financial results for such pools, the accounts of the 

CWB at July 31 include: 

(i) | Stocks of grain on hand at July 31 at the values which were ultimately received as sale proceeds. 

(ii) Provision for all expenses incurred or to be incurred in the process of marketing these stocks of 
grain including a charge for the portion of administrative and general expenses incurred 
subsequent to July 31 but relating to this marketing activity. Expenses related to marketing 
activities carried out subsequent to July 31 are included in accounts payable and accrued 
expenses. The expenses included are carrying charges, storage, interest, rail freight and other 
transportation charges, and administrative costs, together with all other sundry expenses 
incurred during the period. 

(iii) Balances not yet distributed to producers at July 31 where marketing operations have been 


completed for the 1996-97 pool accounts are included in Liability to Producers. 


(b) Allowances for losses on accounts receivable from credit sales 

The Government of Canada guarantees the principal and interest of both the accounts receivable 
resulting from sales made under the Credit Grain Sales Program and the CWB’s borrowings incurred 
to finance these accounts receivable. Because of these guarantees, the CWB is not at risk should any 
of the unpaid amounts prove to be uncollectible. For credit sales made outside of the Credit Grain 
Sales Program, the CWB has entered into arrangements with a Canadian financial institution to 
guarantee that the CWB has no credit risk. Therefore, no provision is made by the CWB with respect 


to the possibility of debtors defaulting on their obligations. 


(c) Fixed assets and depreciation 
Fixed assets are recorded at cost and depreciated on a straight line method over their expected 


useful life as follows: 


Computer equipment and systems....... 1 to10 years (to 1/20 residual value) 
AUtOMODIIES ease. aus enteric 2 years (to 1/3 residual value) 
Building and office alterations .......... 3 years 

Office furniture and equipment.......... 10 years 

ROY SOYSMGrel Seo 6 acon Gm eiclais Go ofcmo bic Ook: 30 years 


BAUM NAelis, Scio ene s cucu Mewes samaneo tao Soa 40 years 
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(d) Translation of foreign currencies 

Sales contracts denominated in foreign currencies are hedged by forward exchange contracts and are 
translated into Canadian dollars at the rates provided therein. Other income and expenses are 
translated at the daily exchange rates in effect during the year. 


Assets and liabilities denominated in United States dollars are translated at the exchange rate in effect 
at the balance sheet date. The CWB hedges its United States dollar assets and liabilities on a total 
portfolio basis. It is the CWB’s policy to manage these assets and liabilities in order to minimize net 
exposure to foreign currency fluctuations. Exchange adjustments arising from conversion of amounts 
due from foreign customers and borrowings are included in interest earnings. 


Medium term notes issued by the CWB in currencies other than the Canadian or United States dollar 
are hedged by currency swap agreements and are translated into Canadian or United States dollars at 
the rates provided therein. 


(e) Hedging of anticipated future transactions 

The CWB has entered into wheat future and option contracts to price a portion of anticipated sales. 
The CWB has also entered into foreign exchange forward and option contracts in order to manage the 
foreign exchange risk of a portion of anticipated sales. The gains and losses on these contracts form 
part of the net sales price and are recognized in income as an adjustment to sales revenue in the same 
period as the sales being hedged. 


j 
| 


(f) Interest and bank charges 

Interest expense and bank charges incurred by the CWB in financing its activities and interest revenue 
earned are calculated on a full accrual basis. Interest expense and revenue are netted which is 
consistent with the requirement under the Canadian Wheat Board Act that such amounts be treated 
as charges or recoveries of operating costs. Net interest earnings includes interest earnings and | 
expenses related to accounts receivable, bank charges, transaction and program fees on borrowing | 
facilities, and interest earned on each pool account during the pool period and until final distribution 
to producers. 


(g) Administrative and general expenses 

Administrative and general expenses, except for that portion of such expenses attributable to 
distributing final payments to producers, are allocated to the various pool accounts to which the 
services relate on the basis of the relative tonnage. Expenses attributable to final payments are 
allocated on the basis of the number of producers receiving payments from the various pool accounts. 


(h) Post-employment benefits | 
Benefits provided to employees upon retirement or termination are recognized in the accounts as they 

are earned by the employees. The unaccrued balance as at July 31, 1993 was $7,980,330, which is 

being amortized on a straight line basis over ten years commencing with the 1993-94 crop year. The 

unaccrued balance at July 31, 1997 is $4,788,198 (1996 — $5,586,231). 


(3) ACCOUNTS RECEIVABLE FROM CREDIT SALES 


The status of accounts receivable from credit sales is as follows: 


1997 1996 

Due from foreign customers: 
Current $ 226,758,452 $ 410,285,821 
Overdue 578,518,611 542,894,695 
Subject to a Paris Club rescheduling 283,364,048 137,842,737 
Rescheduled 5,276,890,424 5,430,839,079 
6,365,531,535 6,521,862,332 
Due from Government of Canada 52,759,975 131,415,467 
$ 6,418,291,510 $ 6,653,277,799 


Amounts that are current include balances receivable of $22,100,819 (1996 — $80,376,397) 
arising from credit sales made outside of the Government of Canada guaranteed Credit Grain 
Sales Program. 


The accounts receivable from credit sales mature as follows: 


1997 1996 
Within 

1 year $ 373,523,321 $ 322,340,339 

2 years 63,088,244 237,822,995 

3 years 95,019,027 338,310,972 

4 years 123,318,138 342,260,933 

5 years 206,659,378 296,221,345 
More than 5 years 4,978,164,791 4,573,426,520 
Overdue 578,518,611 542,894,695 

$ 6,418,291,510 $ 6,653,277,799 


Amounts due from foreign customers 

These accounts receivable arise from sales of grain to Algeria, Brazil, Egypt, Ethiopia, Haiti, Iran, 
Iraq, Jamaica, Pakistan, Peru, Poland, Russia and Zambia. The terms call for payment in full 
within 36 months or less from time of shipment, except for Algeria, Brazil, Egypt, Ethiopia, Haiti, 
Jamaica, Peru, Poland, Russia and Zambia where the CWB, together with the Government of 
Canada, has agreed to reschedule certain receivables beyond their original maturity dates. All 
the reschedulings are arranged by the Paris Club, a forum through which the governments of 
debtor and creditor countries establish mutually agreed terms for the rescheduling and/or 
reduction of debts owed to the creditor governments and their agencies. Terms of such 
reschedulings vary, calling for payment of interest and the rescheduled debt for periods ranging 
from 5 to 25 years. 


Of the $6,365,531,535 (1996 — $6,521,862,332) principal and accrued interest due from foreign 
customers, $4,490,063,911 (1996 — $4,597,347,569) represents the Canadian equivalent of 
$3,258,391,808 (1996 — $3,343,768,688) repayable in United States funds. 
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Due from the Government of Canada 

In addition to debt relief by means of extending the payment terms, the Government of Canada has in 
certain cases agreed to provide various levels of debt reduction, through the Paris Club, to customer 
countries who have rescheduled amounts owing to the CWB. Under the debt reduction arrangements, 
payment of amounts owing to the CWB is divided on an agreed basis between the debtor country and 
the Government of Canada. The amount of $52,759,975 reflects the amount due from the Government 
of Canada as at July 31, 1997 under these debt reduction agreements. 


Of the $52,759,975 (1996 — $131,415,467) accrued interest due from the Government of Canada, 
$28,922,874 (1996 — $39,619,072) represents the Canadian equivalent of $20,989,023 
(1996 — $28,815,966) repayable in United States funds. 


STOCKS OF GRAIN 


Stocks of grain at July 31 are reported at the value ultimately received as sales proceeds as follows: 


1997 1996 

Wheat $ 1,166,874,727 $ 840,641,828 
Durum 329,674,513 452,585,664 
Barley 107,241,670 70,071,525 
Designated Barley 78,346,114 69s 
$ 1,682,137,024 $ 1,432,610,530 


DEFERRED AND PREPAID EXPENSES 


Deferred and prepaid expenses of $38,127,819 (1996 — $51,440,276) includes prepaid costs of moving 
inventory to eastern export positions of $18,063,545 (1996 — $20,983,031), deposits on commodity 
margin accounts of $5,431,555 (1996 — $1,871,049), foreign exchange options premiums applicable to 
subsequent pool accounts of $5,395,248 (1996 — $0), purchase options on leased hopper cars of 
$5,137,335 (1996 — $5,137,335), net results of commodity hedging activities applicable to subsequent 
pool accounts of $3,320,546 (1996 — $21,258,841), and other deferred and prepaid expenses of 
$779,590 (1996 — $2,190,020). 
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(6) FIXED ASSETS 


— 


1997 1996 

Accumulated Net Book Net Book 

Cost Depreciation Value Value 

Hopper cars $ 86,752,287 $ 50,606,894 $ 36,145,393 $ 39,057,399 
Computer equipment & systems 20,080,067 7,295,320 12,784,747 1,476,203 
Office furniture & equipment 4,774,559 2,798,416 1,976,143 1,890,337 
Building 4,572,956 3,768,450 804,506 904,893 
Building & office alterations 1,882,190 1,283,568 598,622 440,221 
Automobiles 588,066 231,827 356,239 393,874 
Leasehold improvements 73,659 14,323 59,336 . 


$ 118,723,784 $ 65,998,798 $ 52,724,986 $ 44,162,927 
Two thousand hopper cars were purchased by the CWB in 1979-80 having an original cost of 
$90,555,623. Of these 2,000 cars, 84 cars have been wrecked and dismantled leaving 1,916 still in the 
fleet. The CWB is reimbursed for destroyed cars under an operating agreement with the Canadian 
National Railway. 


BORROWINGS 


Details of these borrowings are as follows: 


1997 1996 
Short term debt instruments and loans $ 5,760,845,131 $ 5,923,783,101 
Medium term debt instruments 479,909,012 535,514,848 
$ 6,240,754,143 $ 6,459,297,949 

These borrowings fund the following: 
1997 1996 
Funds on deposit from ordinary operations ($ 177,537,367) ($ 193,979,850) 
Borrowings to finance credit sales 6,418,291,510 6,653,277,799 
$ 6,240,754,143 $ 6,459,297,949 


Of the total short term borrowings $3,944,082,032 (1996 — $4,069,850,631) represents the Canadian 
equivalent of $2,862,178,543 (1996 — $2,960,106,648) repayable in United States funds after giving 
effect to currency swaps. Of the medium term borrowings, $479,909,012 (1996 — $535,514,848) 
represents the Canadian equivalent of $348,264,885 (1996 — $389,493,671) repayable in United States 
funds after giving effect to cross-currency interest rate swaps. 


The CWB’s borrowings are undertaken with the approval of the Minister of Finance. Such borrowings 
constitute direct obligations of the CWB and as such constitute borrowings undertaken on behalf of Her 
Majesty in Right of Canada. 
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1997 1996 

Expenses incurred subsequent to July 31 for marketing 
activities on behalf of the current year pool accounts $ 62,555,310 $ 38,544,905 
Deferred sales revenue 30,642,331 33,577,806 
Accounts payable 12,574,974 35,834,294 
$ 105,772,615 $ 107,957,005 

LIABILITY TO AGENTS OF THE CWB 

1997 1996 
For grain purchased from producers $ 1,191,064,200 $ 957,709,932 
For deferred cash tickets 173,258,169 202,006,228 
$ 1,364,322,369 $ 1,159,716,160 


Grain purchased from producers 

Grain companies, acting in the capacity of agents of the CWB, accept deliveries from producers at 
country elevators and pay the producers on behalf of the CWB based on the CWB’s initial price in effect. 
Settlement is not made by the CWB for these purchases until delivery to the CWB is completed by its 
agents at terminal or mill position. Liability to agents for grain purchased from producers represents 
the amount payable by the CWB to its agents for 6 648 763 (1996 — 3 951 298) tonnes of grain on hand 
at country elevator points and in transit at July 31 for which delivery to and settlement by the CWB is 
to be completed subsequent to the year end date. 


Deferred cash tickets 
Grain companies, acting in the capacity of agents of the CWB, deposit with the CWB in trust an amount 
equal to the deferred cash tickets issued for CWB grain. These funds are returned to the grain 
companies to cover producer-deferred cash tickets maturing predominantly during the first few days of 
the following calendar year. 


(10) 
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LIABILITY TO PRODUCERS 


1997 1996 

Outstanding producer cheques at July 31 
Wheat $ 177,196,112 $ 153,398,037 
Durum 112,295,373 64,589,683 
Barley 3,169,751 8,899,593 
Designated Barley 50,269,393 19,067,706 


Oats - 3,021 
Sen nn rn Tr nn tnt ne eo Semen ee 


342,930,629 245,958,040 


Undistributed earnings to producers 


Wheat 231,167,373 157,448,989 
Durum 99,267,427 97,308,668 
Barley 14,016,521 10,821,578 
Designated Barley 15,945,564 33,696,550 
360,396,885 299,275,785 

$ 703,327,514 $ 545,233,825 


PROVISION FOR FINAL PAYMENT EXPENSES 


The amount of $8,108,840 (1996 — $5,805,860) represents the balance of the CWB’s reserve for final 
payment expenses of pool accounts that have been closed. Six years after particular accounts have 
been closed, the remaining reserves for these pools may be transferred to the Special Account by 
Order-in-Council. 


SPECIAL ACCOUNT — NET BALANCE OF UNDISTRIBUTED PAYMENT ACCOUNTS 


In accordance with the provision of Section 39 of the Canadian Wheat Board Act, the Governor in 
Council may authorize the CWB to transfer to a Special Account the unclaimed balances remaining in 
payment accounts which have been payable to producers for a period of six years or more. In addition 
to providing for payment of proper claims from producers against these old payment accounts, the 
Section further provides that these funds shall be used for purposes as the Governor in Council, upon 
the recommendations of the CWB, may deem to be for the benefit of producers. 


LEASE COMMITMENTS 


The CWB, as an agent of Her Majesty in Right of Canada, leases 2,000 covered hopper cars for the 
Government of Canada. All lease costs are recoverable from the government and are not a charge to 
the operations of the CWB. Total payments associated with leases in the year ended July 31, 1997, 
amounting to $18,889,422 (1996 — $20,248,521) have been recovered by the CWB. Lease terms are for 
20 and 25 years. 
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(14) OFF BALANCE SHEET FINANCIAL INSTRUMENTS 


The CWB enters into interest rate hedging transactions to manage its funding costs and to implement 
asset/liability management strategies. These transactions are designed to reduce the CWB’s exposure to 
mismatches in revenue and expenses resulting from fluctuations in interest rates and foreign exchange. 
These transactions include interest rate swap contracts, cross-currency interest rate swap contracts and 
currency swap contracts. 


The CWB also transacts foreign exchange forwards, swaps, and options with financial institutions with the 
objective of hedging currency exposure arising primarily from grain sales. By hedging the CWB’'s currency 
exposure, risk arising from adverse currency movements is reduced. 


As at July 31, the total notional amount of these off balance sheet financial instruments, all either maturing 
or rate re-setting within one year, is as follows: 


1997 1996 
Notional Fair Notional Fair 
amounts value amounts value 
Interest rate contracts 
Single-currency interest rate swaps $ 384,875,400 ($ 760,671) $ 695,699,400 $ 212,124 
Cross-currency interest rate swaps 300,769,012 4,968,204 123,044,848 9,747,822 
Currency swaps 710,413,893 (29,625,867) 939,752,294 20,415,627 
1,396,058,305 (25,418,334) 1,758,496,542 30,375,573 
Foreign exchange contracts 
Foreign exchange forwards 969,526,082 (2,949,600) 886,026,683 (3,577,603) 
Foreign exchange swaps 158,670,547 1,882 - - | 
Foreign exchange purchased options 1,059,682,000 10,396,500 27,498,000 97,000 | 
Foreign exchange sold options 784,082,000 (1,674,550) 27,498,000 (128,000) | 
2,971,960,629 5,774,232 941,022,683 (3,608,603) : 


$ 4,368,018,934 ($ 19,644,102) $ 2,699,519,225 $ 26,766,970 


The fair value of interest rate contracts refers to the net present value of expected future cash flows based 
on current market rates. These values have been derived using various methodologies including net 
present value analysis and quoted market prices where available. The fair value of foreign exchange 
contracts refers to the market value of forward contracts and the replacement value of options contracts. 
These estimates of fair value are extensively affected by the assumptions used and as such, should not be 
interpreted as realizable values in an immediate settlement of the instruments. 


The CWB manages its exposure to the risk of non-performance by the counter party by contracting only 
with financial institutions having a credit rating which complies with the Financial Risk Management 
Guidelines approved by the Board of Commissioners and submitted to the Department of Finance. The 
CWB's maximum credit risk exposure at July 31, 1997 for these classes of financial instruments is calculated 
as $21,366,996 (1996 — $32,465,224). Credit exposure is calculated as the sum of all positive fair values for 
these classes of financial instruments as of July 31. 


(15) SALES 
Net sales are calculated as follows: 


(a) Wheat pool account 


1997 


A997 1996 


Tonnes Amount Tonnes Amount 
Completed sales to July 31 16 824059 $ 3,917,408,522 12 998 103 $ 3,375,684,928 
Sales shipped subsequent to July 31 6122735 1,166,874,727 3 157 890 840,641,828 


Weight losses in transit and in drying 34 764 - 716 - 
22 981 558 5,084,283,249 16 156 709 4,216,326,756 


Deduct: 
Grain acquired from other than producers 67 090 12,744,146 78 901 17,486,232 


Sales used to value prior pool account 3.157 890 840,641,828 1725 355 386,737,816 
Net sales of Wheat 19 756578 $ 4,230,897,275 14 352 453 $3,812,102,708 


The disposition of wheat stocks in tonnes is segregated as follows: 


Domestic sales 2 439 607 1 674 677 
Export sales 18 209 498 11 323 426 
Sales to subsequent pool account 2 297 689 3 157 890 


Weight losses in transit and in drying 34 764 716 


22 981 558 16 156 709 


(b) Durum pool account 
1997 1996 


Tonnes Amount Tonnes Amount 
Completed sales to July 31 3587073 $ 862,701,240 2936915 $905,424,146 
Sales shipped subsequent to July 31 1 285 549 329,674,513 1 836 819 452,585,664 


Weight losses in transit and in drying 10 218 - 1 736 - 
4 882 840 1,192,375,753 4775 470 1,358,009,810 


Deduct: 
Grain acquired from other than producers 20 961 4,271,236 PZ AVANT 6,294,013 


Sales used to value prior pool account 979 031 225,311,794 774 969 221,351,427 
Net sales of Durum 3882 848 $ 962,792,723 3 973 384 $ 1,130,364,370 


The disposition of durum stocks in tonnes is segregated as follows: 


Domestic sales 194 774 222 750 
Export sales 4 096 920 3571 953 
Sales to subsequent pool account 580 928 979 031 


Weight losses in transit and in drying 10 218 1 736 
4 882 840 4775 470 


Sah, 
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(c) Barley pool account 


1997 1996 
Tonnes Amount Tonnes Amount 
Completed sales to July 31 2092668 £$ 351,797,407 931 288 $ 202,268,278 
Sales shipped subsequent to July 31 739 671 107,241,670 379 501 70,071,525 
Weight losses in transit and in drying 8 989 - 51 - 
2 841 328 459,039,077 1 310 840 272,339,803 
Deduct: 
Grain acquired from other than producers 21 730 3,001,277 15 250 2,615,715 
Sales used to value prior pool account 379 501 70,071,525 27 809 3,104,099 
Net sales of Barley 2 440 097 $ 385,966,275 1 267 781 $ 266,619,989 
The disposition of barley stocks in tonnes is segregated as follows: 
Domestic sales 4315 16 825 
Export sales 2 279 935 914 463 
Sales to subsequent pool account 548 089 379 501 
Weight losses in transit and in drying 8 989 51 
2 841 328 1310 840 
(d) Designated Barley pool account 
1997 1996 
Tonnes Amount Tonnes Amount 
Completed sales to July 31 2005173 $ 457,492,403 2264045 $ 550,992,796 
Sales shipped subsequent to July 31 417 487 78,346,114 286 555 69,311,513 
2 422 660 535,838,517 2 550 600 620,304,309 
Deduct: 
Grain acquired from other than producers 2 294 360,701 1 095 2D Oz 
Sales used to value prior pool account 18 275 4,604,600 - - 
Net sales of Designated Barley 2 402 091 $ 530,873,216 2549505 $ 620,029,297 


The disposition of designated barley stocks in tonnes is segregated as follows: 


Domestic sales 372 017 337 587 
Export sales 1 988 464 2 194 738 
Sales to subsequent pool account 62 179 18 275 

2 422 660 2 550 600 


RESTATEMENT OF PRIOR YEAR’S BALANCES 


Certain of the prior year’s balances have been restated to conform with the current year’s 
presentation. 
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ADVISORY COMMITTEE 


TOP ROW (I to r) John Clair - District 5, Robert Ponto - District 10, 
Lorne Pattison - District 8, William Nicholson - District 2, Dan Cutforth - District 9 


BOTTOM ROW (l:to r) Derek Dewar - District 7, Micheal Halyk - District 4, Terry Hanson - District 3, 
Wilfred Harder (Vice-Chairman) - District 1, Arthur Macklin (Chairman) - District 11, William Rosher - District 6 


SENIOR MANAGEMENT 


TOP ROW (standing | to r) Bill Spafford - General Director, Sales & Market Development, ar 
Donald Vernon - Executive Director, Finance & Treasurer, Robert Roehle - Head, Corporate Communications, 
Pat Wallace - Executive Director, Human Resources, Jim McDonald - General Director, Country Services, 


John Benci - General Director, Grain Transportation, Greg Hauser - Business Manager, Information Technology (contractor), 
Larry Nentwig - General Director, Finance 


BOTTOM ROW (seated | to r) Ward Weisensel - Head, Corporate Policy, Adrian Measner - Executive Director, Marketing, 
Margaret Redmond - General Counsel & Corporate Secretary. Missing from the photo: Keith McMahon - Corporate Controller 
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Letter from the 


Commissioners 


As a result of activities that took place during the 1997-98 crop year, everything but our commitment to Western Canada’s 
110,000 farmers is new. Legislation was passed in June 1998 to make the CWB more accountable to farmers. For the first 
time in the CWB’s 63-year history, farmers elected 10 directors to a 15-member Board of Directors. The 15 directors will 
officially take office on December 31, 1998 and it will be their responsibility to oversee the operations of the world’s largest 


exporter of wheat and barley in the best interests of Western Canadian farmers. 


In addition to more control, farmers have asked for new tools for managing cash flow. The legislation gives the new Board 
of Directors the opportunity to bring in a whole host of new options ranging from making adjustment payments more 


quickly to making cash purchases. 


These organizational changes were not taking place in a vacuum. During the 1997-98 crop year, the world was a changing 
place. We anticipated those changes and took action. With the downturn in the Asian market, we found new buyers for 
Canadian grains. At this same time, we also predicted a build-up in worldwide grain stocks and sold 80 per cent of the crop 
in the first half of the crop year, when values were highest. 
Unfortunately, the build-up in world wheat and barley supplies has 
the potential to rekindle the destructive export subsidy trade war that 
pits Canadian farmers against the treasuries of the United States and 
European Union. The CWB realizes the catastrophic effect such a 
trade war would have on farmers, and has pressured Canadian, 


American and European politicians to act responsibly. 


On the home front, we successfully pushed for buying of malting 
barley on the driveway. Communications efforts were expanded with 
the opening of a regional office in Regina. And on behalf of farmers, 
we took the railways to task for their poor service during the 1996-97 
crop year. As a result, movement was significantly better in 1997-98 


than it had been in the previous crop year. 


Farmers have said they wanted changes. We’ve listened and we’ve 
taken action. Asa result of the activities that took place during 
1997-98, the CWB is not only a changing organization - the CWB 


is a new organization. 


Richard Klassen Lorne Hehn Gordon Mache} 


Commissioner Chief Commissioner Commissioner 
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Farmers have 
told us they want control, 
accountability and flexibility. 

We are taking up the challenge. 


Farmers on Board 


At the request of farmers, the CWB has been pushing for changes to give farmers more direct 
control over their marketing agency. During the 1997-98 crop year, Parliament responded by 


passing legislation to amend the Canadian Wheat Board Act. Throughout its history, the CWB 


has been governed by three to five federally-appointed Commissioners. The new structure puts 
a President/CEO at the head of the organization to manage the CWB’s day-to-day operations, while 


a Board of Directors determines the CWB’s strategic direction. 


The first election of farmers to the CWB Board of Directors took place in the fall of 1998. In the 
new year the CWB will be, for the first time, governed by a majority of farmers. The Government 


of Canada appointed another four directors and an interim President/CEO. 


The creation of a Board of Directors, the majority of whom are elected by farmers, will make the 
CWB more democratic and more accountable to wheat and barley growers. The CWB has always 


worked on behalf of farmers, but the new corporate structure solidifies the direct link farmers have 


Changes during 


with the CWB. 1997-98 paved the 
way for farmers to 
As a result of the changes to the Canadian Wheat Board Act, the organization will no longer be a elect the CWB’s first 


Crown agent; instead it will be a shared governance corporation. Despite the change in status, the Board of Directors. 


rating agencies have confirmed that the CWB’s credit rating will remain equivalent to that of the 
Government of Canada. This means that the CWB will be able to continue borrowing at 


preferential rates in the markets and pass those savings back to farmers. 
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Marketing and Pricing Options 


When the revised Canadian Wheat Board Act received Royal Assent in June 1998, the CWB gained 
the ability to offer farmers new marketing tools. These tools will be at the disposal of the new 
Board of Directors. For example, once the CWB has established a sufficient contingency fund, the 
Board of Directors will be able to approve adjustments to initial payments without federal 
government approval. In addition, pooling periods could be changed from one-year periods to any 


period of one year or less. This would mean that the CWB could close and pay out pool accounts 


at any time. The CWB could also offer farmers an early pool cash-out option, allowing producers 
to take a final cash settlement, rather than wait for the final payment. These are only some of the 
marketing tools the new legislation provides. The intent in offering these tools is to give farmers 
more control over the future of their marketing agency. The end result is that the CWB is now well 


equipped to respond to farmers’ marketing and cash flow needs. 


Human Resources 


Operating in today’s international marketplace in the best interest of farmers requires high-quality 
and well-trained people. As of July 31, 1998 there were 504 full-time employees at the CWB. 
Among the staff there are experts in a wide variety of areas, including sales, market development, 
market analysis, grain transportation, finance, policy, weather and crop surveillance and 


communications. 


Operating in a rapidly changing environment can be a challenge. To provide support to managers 
and staff, a human resource information system was implemented during the crop year. This 
includes a review of all human resource activities at the CWB. The CWB is now planning to 
provide all employees and management with better human resource tools through their personal 
computers, including improved access to personal information, training and information to assist in 


career planning. Administrative overhead has also been reduced using new computer technology to 


help managers use their time more effectively. Bar 
ols KosOWan 


: receives calls on 
During the 1997-98 crop year there were some senior staff changes. Robert Harris was appointed the 1-800 line. 


General Director, Grain Transportation Division in January 1998, replacing John Benci who retired 


earlier in the month. Ward Weisensel moved from Head of Corporate Policy Group to Assistant 


General Director of the Grain Transportation Division. Tami Reynolds was appointed Head of 
Corporate Policy Group in June, 1998. Brian White was named Acting Head of the newly 
constituted Market Analysis Group. 


"There are many issues facing Prairie farmers today and 
'm excited about the opportunity the new Canadian 
Wheat Board Act is providing us.” 


Bill Rusk 
Farmer, Nipawin, SK 
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@) Opportunities 


We created and 
seized opportunities 
with immediate and long 

term benefits for farmers. 


oS Transportation Agency Hearings 


During the winter of 1996-97 poor railway performance cost farmers millions of dollars. The CWB 
filed a level of service complaint with the Canadian Transportation Agency (CTA) in April 1997 to 


obtain answers as to what had happened and assurances it won’t happen again in the future. 


The hearings began in the spring of 1998. In testimony at the hearing, Chief Commissioner Lorne 
Hehn said, "We believe that we need to have people in the system held accountable for their actions 


and for their commitments. We also believe there is a responsibility to ensure that these kinds of 


situations do not develop again in the future. In addition, there is a huge, catastrophic cost involved. 
We view this as a first step in ultimately retrieving those costs as a reflection of the commercial harm 
which was created at farm level." Many witnesses came forward to support the CWB position, 


including dozens of farmers from across the Prairies. 


Three weeks into the public hearing process, the CWB and CN reached a commercial settlement. 
Under the no-fault settlement, the CWB discontinued the service complaint against CN in exchange 


for undisclosed financial compensation and rate-related benefits. The case against CP continued. 


To prove that CP was not giving grain the same priority as the other commodities it moved, the CWB 
used CP’s own data to show the CTA how grain trains experienced more delays than other CP trains. 
In fact, the CWB showed that in February 1997, CP decided to allocate more trains to coal movement 


while it was eliminating rail service for grain on branch lines. CP’s data also showed grain was not 


The CTA process 
provided answers 
to farmers as to 


: : ; why grain moved 
given a proper share of CP’s resources as they became available after a service disruption. The public poorly inthe winter 


hearings concluded in June 1998 and the CTA deliberated over the summer before handing down its of 1996 - 97. 
written decision in September 1998. The decision stated that CP did breach its level of service in 
some instances and also discriminated against grain movement. Based on the decision, the CWB is 


seeking financial compensation from CP for the damages farmers suffered. 
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Expanding Customer Base 


A new flour mill in Vietnam started production in November 1997 using only Canadian wheat. 
Access to this new market started with a CWB market development mission to Southeast Asia. The 
CWB made contact with Vimaflour Ltd. just as they began developing the mill. We told Vimaflour 
Ltd. about Canadian quality and what it could do for them. Given the expansion expected in the 
milling industry, we also conducted a survey of Vietnamese bakers who indicated the flour they had 
been receiving was of inconsistent quality. Subsequent missions were undertaken which positioned 
the CWB to offer the product needed by the bakers. Complementing the work in Vietnam, 
representatives of the milling industry were invited to attend a Canadian International Grains Institute 
(CIGI) course in Winnipeg to investigate how the different classes of Canadian wheat would perform 
when making noodles, breads and confectionery products. The end result was a contract to supply 


Vimaflour Ltd. with Canadian wheat. 


At the same time, opportunities were also presenting themselves in South America. With the signing 
of the Canada - Chile bilateral trade agreement, tariffs on durum wheat and barley imported by Chile 
were reduced to zero from 11 per cent on July 1, 1997. The tariff on barley from Canada remains at 
zero compared to barley from other origins that is subject to the 11 per cent tariff. For durum wheat, 
the tariff rate is zero between April 15 and November 15, and increases to eight per cent for the 
balance of the year. Throughout this cycle, the tariff on durum from all other origins remains at 11 


per cent. Canada currently has 100 per cent of the durum market in Chile. 


Changing Grain Varieties 


For the last decade, Harrington has been the established variety in the global two-row malting barley 
market. Over this period, new varieties have been developed that are equal to, or better than, 
Harrington in malting and brewing characteristics, and which are better suited for conditions on the 
Prairies. Manley, Stein and Oxbow were introduced to customers on a trial basis and are now being 
grown commercially across the Prairies. Plant scale tests were completed in China under the 
supervision of Canadian maltsters. Educational seminars expanded the maltsters’ familiarity with and 
acceptance of these varieties. This effort has resulted in commercial sales of Stein and Oxbow. 

The next generation of malting barley varieties is already being developed and field trials are 


underway. 
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Customers Hisakazu 
Kishioka from Japan 
(left) and Nadia 
Chikhaoui from 
Algeria (right) inspect 
durum wheat near 
Swift Current, 
Saskatchewan. 


New durum wheat varieties are also beginning to make their mark. During the 1997-98 crop year, 
the Market Development Department conducted lab scale tests on six traditional and extra strong 
gluten durum varieties. Twelve CWB durum customers from six countries participated in the tests. 
The results of the tests were encouraging for the continuing development of strong gluten durum 
varieties to meet a specific market demand. The testing also resulted in positive ratings for recently 
registered varieties that fit into the current Canada Western Amber Durum (CWAD) class. In 
1998-99, Market Development will be following up the lab scale tests with commercial testing 


of extra strong gluten durum varieties in Italy and North America. 


Promoting Protein 


When people talk about wheat quality, they are actually talking about protein. It is the quality of the 
protein in wheat that determines its milling characteristics. In many cases, millers are looking for a 
specific protein level and quality on a consistent basis so they do not have to make costly adjustments 


to their milling processes. 


The difficulty for Western Canadian farmers is making effective fertility management decisions when 
protein premiums for the upcoming year are not known. To help farmers decide whether it makes 
economic sense to increase inputs, the Prairie Protein Action Committee was formed. The Committee 
is chaired by the CWB and includes plant breeders, soil and cereal scientists, fertilizer industry 
representatives and agriculture extension specialists. The culmination of this effort was a major wheat 
protein conference held in Saskatoon in March 1998. Issues such as soil fertility, protein quality, 


customer demand and agronomic issues were discussed at the conference. 


The Committee is tackling the protein issue on two fronts. First, it wants to ensure that Western 
Canadian wheat and durum meet increasing customer demand for specific protein quantity and 
quality. Second, it wants to make information available to farmers on the factors that influence 
protein, such as variety, agronomic influences, and the effects of timely fertilization. Both these 


initiatives were designed to put more money in farmers’ pockets. 


Brazilian Valquiria 
Jaqueline Lopes Enk 
tests the strength 

of a Canadian 
dough sample. 
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Biotechnology Benefits 


The reality of agriculture and food today is that genetically enhanced foods are already in the global 
distribution system. It is, however, incumbent on the scientific and business community to ensure that 
the interests and welfare of both customers and farmers are understood and taken into account as the 


science of biotechnology moves from the laboratory bench to the farm gate to the consumers’ plate. 


The CWB is sensitive to some customers’ concerns about genetically enhanced products. We are 
involved in developing systems and agreements that serve the interests of all parties such as the 
Bio-safety Protocol on cross-border movement of genetically enhanced material. And we are pushing 
to develop rapid, accurate identification techniques to allow the segregation of genetically modified 
products from conventional ones. This is necessary to provide guarantees to the customer on the 


quality of the product they receive. 


Adding Value at Home 


The CWB held its second annual Moving Up Market conference in Calgary in November 1997. The 
audience was the domestic milling and malting industry, the CWB’s largest single customer for Prairie 


wheat and malting barley. 


The conference focused on the CWB’s supportive role in adding value to cereal grains in Canada. 


Speakers from the malting and milling industry explained their industry’s successes and relationships 


with the CWB. The livestock feeding industry and the cereal fractionation sector were explored for 
Market Developmen 


Program Manager, Ear 


Geddes, speaks at the 
The push for more value-added ventures at home has begun to pay off. During the past two years, Moving Up Marke 


new options and future direction. 


two new wheat processing plants have started up. Prairie Flour Mills (PFM) established a new flour conference in Calgary 


mill west of Winnipeg at Elie, Manitoba. Focused on the domestic and U.S. markets, the mill’s new 
technology positions it to be a key player in traditional and niche markets. The Canadian 


International Grains Institute (CIGI) assisted PFM in the development of the plant. 


Agri-Partners International (API) began operations in their multi-phase operation at Red Deer, 
Alberta. The API operation includes a flour milling enterprise along with a starch/gluten extraction 
plant and an ethanol facility. The CWB’s new pricing policy for fractionation plants was developed to 


allow operations like the new API facility to operate in a competitive North American environment. 


"Thank you to the Canadian Wheat Board for doing a 
good job of selling our grain this year. You should be 


congratulated." 


Arthur Schamp 
Farmer, Cypress River, Manitoba 
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During the 
1997-98 crop year 

the CWB not only kept pace in an 
ever-changing world, but in many 
respects, led the way. 


Asian Currency Crisis 


The Asian financial crisis had a significant effect on countries, industries and companies around the 
world. While there was no way to predict the crisis, the CWB took immediate action to lessen the 
impact on Canadian farmers. Through the credit grain sales program, the CWB offered $250 
million in credit to Indonesia and a $35 million credit package to South Korea to enable them to 
continue buying Prairie-grown wheat. The CWB also expanded sales of wheat into non-traditional 


areas such as the Persian Gulf and southern Africa. 


Grain Stocks Pile Up Worldwide 


While Asia was experiencing currency problems, grain stocks were building up. World wheat 
production reached the highest level in history in 1997-98 at 612 million tonnes. The CWB 
anticipated the build-up of stocks and aggressively made sales at the start of the crop year to get 
the highest prices possible and to facilitate good movement through the year. The CWB continued 
to communicate with farmers through the Pool Return Outlook (PRO) advising farmers that grain 
prices were expected to go down as the year progressed. With the forecast projecting continued 


low grain prices, Prairie farmers reacted by planting less spring wheat in 1998-99. 


Harvest is well under way 
on the outskirts of 
Lethbridge, Alberta. 
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Growing Demand For Quality 


The CWB initiated a number of programs to meet customer needs. The "Quality First" program 
encourages inland terminals to ship cleaner, more uniform product to U.S. mills. In March 1998, 


the CWB selected Weyburn Inland Terminal Ltd. (WIT) as the first winner of this program. 


Meeting the growing demand for high quality has resulted in increased sales to premium markets. 
For instance, Warburton’s, a British baking company, has very specific requirements for certain 
varieties of Prairie-grown wheat to produce their high quality breads. Since the company is willing 
to pay a premium for consistency and high quality, the CWB developed an identity-preserved 
contracting program to provide Warburton’s with specific varieties. By meeting customer needs, 
the CWB increased wheat shipments to Warburton’s from 82 525 tonnes in 1996-97 to 103 700 
tonnes in 1997-98. 


Foreign Subsidies Return 


Canadian farmers reacted to market signals and planted less wheat and barley. However, the 
market signals to European and American farmers were masked by subsidies. The European 
Union’s (EU) annual budget for cereal grain support payments totals $20 billion. U.S. farmers 
benefit from the loan deficiency program, which provides a floor price for farmers, and they also 
receive substantial payments through the production flexibility contract. These subsidies had the 


effect of driving world prices even lower. 


On June 8, 1998, 11 Prairie farm leaders and CWB Commissioner Richard Klassen met with, 
Dr. Franz Fischler, the EU Commissioner for Agriculture, to call for a substantial reduction in EU 
subsidies. In 1998-99 the CWB anticipates holding further meetings with Prairie farm leaders to 


discuss prices and farm income. The CWB also plans to brief federal government negotiators on 


trade impacts of the subsidies. 


Canadian farm leaders at the meeting with the 

European Union’s Commissioner for Agriculture. 

First row (left to right): Alan Holt (Wild Rose Agricultural Producers), 
John Pearson (Prairie Pools Inc.), Don Dewar (Keystone Agricultural 
Producers) and Bob Friesen (Canadian Federation of Agriculture). 
Second row (left to right): Stewart Wells (National Farmers Union), 
Greg Rockafellow (Western Barley Growers Association), Richard 
Klassen (CWB), Leroy Larsen (Saskatchewan Wheat Pool), Charlie 
Swanson (Manitoba Pool Elevators), Leo Meyer (Alberta Oat 
Producers Association), Neil Hardy (Saskatchewan Association of 
Rural Municipalities), Wilfred Harder (CWB Advisory Committee). 
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Service Expectations Rise 


Farmers expect continuously improved service and we are responding. Farmers said 
they want to be paid for their selected barley when they deliver it to the local elevator, 
rather than after the grain arrives at port or processor. In response, the CWB 
developed the risk-offset program at the end of the 1997-98 crop year. The 

two-year program was to go into effect at the start of the 1998-99 crop year. 

By the final year (1999-2000) of the program, a grain company can receive 

a payment if it purchases at least 80 per cent of the company’s total selected 


requirements at the time of delivery to the primary elevator. 


As well as speeding up payments on malting barley, the CWB looked for ways to facilitate quicker 
payments on all grains with changes to the cash advance program. Corporations, partnerships, 
cooperatives and other business enterprises can now be pre-approved (just as individual farmers 
have been in the past) for cash advances. As well, the CWB worked with the Alberta Soft Wheat 
Producers Commission to provide an increased cash advance limit for farmers with irrigation. The 


higher value reflects the higher yields of irrigated crops. 


The CWB has also been helping find ways to help farmers move their grain more quickly. 

The CWB supported grain-related amendments to the Canada Labour Code that were made 

in 1997-98. The amended legislation forces non-grain employers and unions to enter into 
negotiations during strikes and lockouts by preventing them from holding grain hostage. 
Furthermore, after the serious grain movement backlog in 1996-97, the Federal Government 
commissioned a review of the grain handling and transportation system in Western Canada. 
The CWB outlined an effective, low-cost transportation and handling system that links farmers, 


industry partners, customers and the CWB in working agreements. 


On a pilot project basis, the CWB opened a regional office in the heart of Canada’s grain-growing 
region to provide farmers with more opportunity to meet with CWB staff and sort out issues 
one-on-one. The Regina office opened on December 1, 1997. If the project is successful, offices 


may be opened at other points across the Prairies. 


The CWB also hosted nine Windows to World Markets crop demonstration plots across the 
Prairies. Through the 1-800 line, the CWB received 131,000 calls. And another 1,600 people took 
advantage of tours of the CWB in 1997-98. 
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Area Representatives 
Eron Gross (left) and 
Mel Ashcroft (right) 
outside the regional 
office in Regina, 
Saskatchewan. 


Great Strides in Technology 


With improving computer technology the number of people using personal computers and the 
Internet continues to increase. To meet the demands of those wanting to do business through the 
computer, the CWB is continually providing more information through its Web site. In April 1998, 
the CWB’s efforts were recognized with a 1997 Signature Award for "Best Web Site" from the 


Advertising Association of Winnipeg. 


In June 1998, the CWB developed a working group made up of industry officials, farmer 
representatives and CWB staff to try to develop an electronic on-line permit book. Once completed 
this will allow farmers confidential, up-to-the-minute access to all of their delivery, contracting, 


pricing and cash advance information. 


New software has also allowed management to improve budgeting procedures and track expenses 


better. A new Inventory Control department was established to consolidate and streamline the 


administration, tracking and recording of CWB inventory through one central database. Internet specialist 
The opportunities as a result of the new technology seem limitless, but there are also some Richard Martin 
hurdles - the most significant being the Year 2000 problem. The CWB was one of the first displays the CWB's 


Signature Award. 


organizations in Canada to develop its capability from a systems aspect to recognize dates beyond 
December 31, 1999. Asa result of our foresight we fully expect to have all of our systems ready 


for the changeover well in advance of the new millennium. 


ot just received a copy of the barley variety survey 
conducted by your office. You are to be warmly 
congratulated for such an effort - this information is 


like a gold mine to many people - myself included!" 


M.C. Therrien, 
Research Scientist, Brandon, Manitoba 
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Management 
Discussion 


and Analysis 


OPERATING RESULTS 


The 1997-98 crop year was one farmers and industry will remember with mixed feelings. Ona 
positive note, durum wheat values were near record levels, grain movement was very good and 
farmers produced a high-quality crop. On the flip side, world demand declined for wheat and barley, 


foreign subsidies returned after a three-year reprieve and dry weather resulted in lower yields. 


The lower yields and reduced wheat and barley prices affected the total export value of the 
1997-98 crop. Sales values from the four pool accounts - wheat, durum, barley and designated 
barley - to domestic and export markets reached $4.6 billion down from the record of 

$6.1 billion set in 1996-97. Despite the reduced total value, only the three major car manufacturers 
(General Motors of Canada Ltd., Chrysler Canada Ltd. and Ford Motor Co. of Canada Ltd.) and 


IBM Canada generated more sales revenue from exports than the CWB. 


The CWB anticipated that the value of the 1997-98 crop would be highest early in the year. 

To take advantage of the expected early higher prices, the marketing strategy was to move 50 per cent 
of the crop year exports by December 31, 1997 and 85 per cent by May 31, 1998. The 

well-planned strategy had a very positive impact on pool returns as prices, particularly durum, 
declined over the crop year. Improved rail service helped the CWB earn $4.4 million in net despatch 


revenue. Despatch is earned when ships are loaded ahead of schedule. 


Difficult Growing Season 


Cool conditions in late April and early May delayed seeding of the 1997 wheat and barley crops. 
Seeding began the first week of May, but eastern and northern regions did not start planting until the 
end of the month. In northern Alberta and northeastern Saskatchewan, seeding operations were 
delayed due to wet soil conditions and the fact that farmers still had to complete a portion of the 
1996 harvest. Flooding in Manitoba’s Red River Valley also caused significant delays, postponing 


seeding until early June. 


Farmers responded to the CWB market outlook signals by seeding less wheat and barley and 
increasing durum acreage. Spring wheat acreage dropped 10 per cent from the previous year to 8.9 
million hectares (22 million acres). Durum area increased by eight per cent from 1996 to 2.2 million 
hectares (5.4 million acres) and winter wheat area decreased to 67,000 hectares (166,000 acres). 
Barley acreage dropped five per cent to 4.7 million hectares (11.6 million acres). The drop in acreage 


was due to increased oilseed and special crop acreage. 


Area Representative 
Bert Dupasquier 
(centre) discusses the 
Pool Return Outlook 
with Doug Latta (left) 
and Dean Louvier 
(right) at the Manitoba 
Pool elevator in 
Rosser, Manitoba. 
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Temperatures in June were normal to above normal. Rainfall varied across the Prairies, with western 
regions receiving normal amounts and eastern regions receiving below normal amounts. Dryness in 
southwestern Manitoba and southeastern Saskatchewan caused poor germination and limited the 


yield potential of all crops. In Alberta, rains delayed seeding. 


In July, temperatures started out normal and increased to above normal by the end of the month. 
Above normal temperatures and minimal precipitation across most of the Prairies caused crop 


conditions to decline rapidly in the last half of July. 


The hot, dry weather continued in August, which further deteriorated crop conditions. Wheat 


matured rapidly under the warm, dry weather and harvesting began in some southern areas by 


mid-August. Rains returned to the Prairies mid-month improving conditions in some northern 


areas, although it was too late for the bulk of the crop, 


Weather conditions in the latter half of August and into September were nearly ideal. This allowed 
the harvest to near completion (95 per cent) by the end of September. Northern Alberta was the 


exception, as heavy rains in the Peace River region delayed harvest and reduced crop quality. 


Customers at Home and Abroad 


For the second consecutive year, the Canadian wheat and malting barley industries were the single 
largest market for western Canadian grain. Sales of non-durum wheat to the domestic milling market 
were 2.24 million tonnes, just down from 2.25 million tonnes in 1996-97. The domestic industry was 
also the top malting barley customer. During 1997-98 the CWB provided 1.1 million tonnes of 


malting barley to domestic maltsters for production of domestic and export malt. 


The top customer for non-durum wheat abroad was Iran, which purchased 2.1 million tonnes, up 
from two million tonnes in 1996-97. The demand for durum in Algeria continued to grow as it 


imported almost two million tonnes in 1997-98 up from 1.2 million tonnes in 1996-97. 


In feed barley marketing, total exports dropped substantially as the domestic industry provided one 
of the highest feed barley values in the world. Saudi Arabia again topped the list of importers with 
434 000 tonnes. The top two importers of malting barley continued to be the United States and 


China, where sales volumes reached record levels. 
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Analysis of Wheat Pool Account 


The CWB projected non-durum wheat values would drop in 1996-97 and farmers responded by 
planting 10 per cent less wheat than the previous year. As a result of the drop in seeded acreage and 
dry conditions, western Canadian non-durum wheat production totalled 18.98 million tonnes, down 


sharply from last year’s 25 million tonnes. 


While the crop was smaller, it was very high quality. More than 80 per cent of wheat receipts was 
Canada Western Red Spring (CWRS) and of that, nearly two-thirds made the No. 1 grade compared 
to less than one-third the previous year. Protein content, measured by the Canadian Grain 
Commission using Combustion Nitrogen Analysis (CNA), was also well above average. The mean 


protein of No. 1 CWRS in 1997 was 13.4 per cent, up from the five-year average of 13.2 per cent. 


The total sales value was $3.09 billion on receipts of 15.2 million tonnes of wheat. The average sales 
value of $203.12 per tonne in store Vancouver/Thunder Bay was down‘about 5 per cent from the 


previous year. 


The CWB’s total operating costs were $51.5 million which represented a 5S per cent decrease from 
the previous year. The biggest reason for the decrease was a smoothly shipped sales program due to 
improved rail service that allowed the CWB to earn $3.7 million despatch on grain movement. 
During 1996-97 the CWB paid $18.7 million in demurrage. Country elevator carrying charges and 
freight to terminal costs were also significantly lower largely as a result of the smaller crop. 
Additional freight costs were lower, reflecting an average 1.2 per cent freight rate decrease that took 
effect August 1, 1998. Drying costs decreased by more than $13 million due to the almost ideal 


harvest conditions. CWB administration expenses increased about $4.7 million. A large portion 


Canada Prairie 


of the increase is a result of costs incurred making the CWB Year 2000 compliant. Interest 


Canada Prairie 
Spring White 4% 


earnings on the wheat pool account amounted to $65 million for the second straight year. 
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Analysis of Durum Pool Account 


The 1997-98 Canada Western Amber Durum (CWAD) values were the second highest on record. 
The average sales value of the durum pool was $284 per tonne in store Vancouver/Thunder Bay, 
almost 15 per cent more than last year. The total revenue exceeded $1.1 billion on 3.9 million tonnes 


of receipts from producers. 


Durum production was 4.35 million tonnes, just less than the 4.63 million tonnes produced in 
1996-97. The grades were significantly up from the past two years. More than 80 per cent of the 
crop fell in the top two grades, compared to 50 per cent the previous year. The protein in the top 


grade of CWAD was 12.8 per cent, just above the five-year average. 


Costs to the pool account decreased by about $2 million in 1997-98 compared to the year before. 
Good movement of product resulted in a terminal storage expense decrease of about $1 million and 
earnings of $651,271 on despatch. The previous year the CWB paid $1.29 million in demurrage. 
Drying expenses were reduced by about $2 million due to ideal harvest conditions. Freight rates were 
reduced by 1.2 per cent which resulted in a recovery of $306,000. Country elevator charges were 
about $1.5 million higher than the year before because both the higher per tonne value of the product 
being financed and interest rates were higher than the previous year. Additional freight to terminals 
increased slightly as some durum was moved from non-traditional catchment areas. Administrative 
expenses were $9.9 million, up from $6.3 million in 1996-97. The increase was largely as a result of 
increased costs to prepare for the Year 2000 challenge and the fact that durum wheat accounted for a 
higher percentage of total receipts, therefore absorbing a higher percentage of the total expenses. 


Interest earnings were $11 million up from $8.8 million the previous year. 


Analysis of Barley Pool Account 


In total 12.5 million tonnes of barley were produced in Western Canada, down from 15 million 
tonnes in 1996-97. The total area sown to barley was about five per cent more than the five-year 


average. 


The average sales value per tonne for barley sold by the CWB was $124.07 per tonne in store 
Vancouver/Thunder Bay. Feed barley returns were affected for the second consecutive year by 
aggressive export intervention on the part of the European Union (EU). While the off-shore market 
was affected by subsidies, the boom in the hog and beef industries helped make the Canadian 
domestic market among the most lucrative in the world. As a result, most barley that was produced 
for feed in 1997-98 was sold by farmers into the high-value domestic industry. Receipts of feed barley 
from producers plummeted from 2.4 million tonnes in 1996-97 to 262 000 tonnes in 1997-98. 


Costs to the barley pool were substantially lower than 1996-97. Total costs were $618,000 compared 
to $18.3 million the previous year. The decrease in pool size affected all facets of costs. Additional 


freight costs were also decreased as a result of lower freight rates and good rail movement. 
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Analysis of Designated Barley Pool Account 


Designated barley refers to barley selected and accepted from producers for use in malting, 
pot or pearling. The ideal harvest conditions resulted in ample supplies of high quality 
designated barley in 1997. 


Two-row barley 
73% 


Receipts from producers were 2.3 million tonnes, down a little more than 100 000 


tonnes from the previous year. The average sales value fell to $195.55 per tonne 


in store Vancouver/Thunder Bay from $221.01 the previous year. oo 
WESTERN CANADIAN 
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Overall costs to the pool were higher in 1997-98 at $3.4 million up from $2.3 million 


the year before. Country elevator charges were higher due to grain companies paying more farmers 
in full at time of delivery (as opposed to the consigned carlot system). In this way, the CWB paid 
storage and interest to the country elevator companies for the time that the grain was stored and 
financed by them. Administrative expenses rose by about $1.7 million from the previous year largely 
because designated barley accounted for a higher percentage of total receipts, which translated into 


higher expenses. Despatch was earned as a result of good rail movement and a well-executed sales 


plan. Interest earnings rose to $4.6 million from $3 million the previous year primarily due to higher 


interest rates. 
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FINANCIAL REVIEW 


Credit Granting Activities 


The CWB works with the federal government to develop credit programs that facilitate the sale of 
Western Canadian grain. The federal government provides guarantees, credit limits and support 
program structures that will best meet this need. The CWB, acting within the guidelines established by 
the Department of Finance and other government departments, works closely with individual customers 
and commercial banks to customize credit facilities best suited to customer needs. The credit programs 
available are an important factor in building and maintaining market share for CWB stakeholders in 
many foreign markets, particularly when competitors use credit programs. In some cases, foreign 


governments of other grain exporters provide concessional credit terms on their export sales. 


The CWB uses the following programs to offer credit carrying commercial terms: 


Credit Grain Sales Program 


The Credit Grain Sales Program allows the CWB to sell grain on credit to customers who can provide 
a sovereign guarantee of repayment to the CWB from their central bank or ministry of finance. The 
Government of Canada, in consultation with the CWB, establishes country eligibility and individual 
country credit ceilings for this program. The Government of Canada guarantees repayment of all 
credit receivables under the Credit Grain Sales Program, which means that all amounts due to the 


CWB are contingent liabilities of the Government of Canada. 


Agri-food Credit Facility 


The Agri-food Credit Facility allows CWB to sell grain, either directly or through Accredited 
Exporters, on credit to private importers where the importer cannot provide a sovereign guarantee of 
repayment. Since these transactions involve private buyers and their foreign banks, there are no 
country credit ceilings but instead the Government of Canada evaluates each transaction on a case by 
case basis. Under this program the Government of Canada guarantees a declining percentage of the 
receivables based on the repayment term of the credit. The CWB assumes this nominal risk not 


covered by the Government of Canada. 
Other Credit Programs 


Due to the recent disturbances in emerging economies certain existing customers have switched from a 
cash basis of settlement to requiring credit. To facilitate the needs of these customers, the CWB has 
worked closely with the federal government and Canadian commercial banks to make credit 
arrangements. During the past year, credit has been extended to customers in both Indonesia and 
South Korea. Under these arrangements, the credit risk that is not covered under the Credit Grain 


Sales Program or the Agri-food Credit Facility is assumed by a commercial bank, without recourse to 
the CWB. 
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FINANCIAL REVIEW 
CANADIAN WHEAT BOARD 
BORROWING PROGRAMS 


U.S. DOLLAR PORTFOLIO 
$3,477 million 


U.S. Commercial 
Paper $1,504 


Funding Activities and Liquidity 


Funding Activity 


Under the Canadian Wheat Board Act, and with the approval of the Minister of Finance, 


Euro MTN $744 


the CWB is empowered "to borrow money by any means, including the issuing, reissuing, 


selling and pledging of bonds, debentures, notes and other evidences of indebtedness". 


4 Euro Commercial 
Paper $1,229 


The CWB’s funding requirements are met primarily through four distinct borrowing programs: 
* a short term domestic Commercial Paper Program (the "Wheat Board Note" program); 
* a short term U.S. Commercial Paper Program; 
* a short term Euro Commercial Paper Program; and 


* a Euro Medium-Term Note Program. 


. ae Pres ae CDN DOLLAR PORTFOLIO 
The CWB borrows money in order to finance grain inventories, credit sales, administrative and 


operating expenses, as well as to administer the Government of Canada’s advance payment programs 


under the Agricultural Marketing Programs Act and the Prairie Grain Advance Payments Act. 
Although the CWB borrows in a variety of currencies, currency risk is eliminated by converting 
borrowings into either Canadian or U.S. dollars. The CWB’s total debt portfolio generally RAR Ee 


fluctuates between $6 and $7 billion Canadian dollar equivalent. 


The CWB continues to explore new borrowing opportunities in all financial markets in 
an ongoing effort to further reduce borrowing costs, expand and diversify investor base 


Financial 
Institutions $100 


competes for funds in all markets against other highly rated, sizable organizations. Since all CWB 


and maintain access to money. The CWB is one of Canada’s largest borrowers and 


borrowings are fully guaranteed by the Government of Canada, money is borrowed at rates comparable 


to those of the Government of Canada. 


On June 11, 1998, the Parliament of Canada enacted Bill C-4, An Act to amend the Canadian Wheat 
Board Act. Under the amended Act, the CWB ceased to be an Agent of Her Majesty in right of 
Canada on December 31, 1998. All borrowings, however, continue to be unconditionally and 
irrevocably guaranteed by the Minister of Finance on behalf of Her Majesty in right of Canada. Any 
amount required to be paid pursuant to the guarantee will be paid out of the Consolidated Revenue 


Fund of Canada, the aggregate of all public moneys. 


The CWB has the following credit ratings: 
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FINANCIAL REVIEW 


Liquidity 


In the course of normal operations, the CWB’s funding programs provide sufficient liquidity to meet 
daily cash requirements. The CWB also holds highly rated short term investments for cash 
management purposes to ensure that sufficient liquidity is available. The CWB also maintains 


sufficient lines of credit with financial institutions to provide additional access to money. 


Risk Management Activities 


The Government of Canada guarantees an initial payment to producers during the pool year and also 
seeks to minimize risks to the total return farmers will receive while participating in the pool 
accounts. Certain risks do exist that may affect the ability of the CWB to meet these objectives and 


obligations. These risks include market risk and credit risk as described below. 


The CWB manages its financial risk exposures relating to foreign exchange, commodity prices and 
interest rate exposures within formal corporate policies. The policies were approved by the Board of 
Commissioners in June 1997 and are in accordance with the Federal Government’s Financial Risk 


Management Guidelines for Crown Corporations. 
Market Risk 


Market risk is the risk to the CWB’s financial condition resulting from adverse movements in the level 
or volatility of market prices. The CWB is exposed to market risk in three areas of its operations 


including commodity price risk, foreign exchange risk and interest rate risk. 
Commodity Price Risk 


Commodity price risk is defined as the risk of reduced revenue to the organization resulting from 


adverse changes in commodity prices. 


In 1997-98, 37 per cent of the wheat pool was sold on basis contracts where the full contract price 
was determined at a later date. Basis contracts enable the CWB and the customer to manage price 
risk independently, and also provide the customer with the ability to determine the date that the 
contract will be priced. The result is that the CWB faces the risk of a movement in the price of grain 
between the time the grain is sold and the time the grain is priced. To offset this risk, at the time 
these sales contracts are entered into, the CWB sells grain futures contracts on regulated U.S. futures 


markets. Because of the nature and size of the futures contracts traded the CWB may not be perfectly 


Customer country flags 
fly at CWB Windows 
to World Markets 
display outside 
Headingly, Manitoba. 
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hedged against these price fluctuations. However, the degree to which the pool accounts are at risk 
due to these incomplete hedges poses no material risk of loss to the pool accounts. In most cases, the 


final contract price is determined through an exchange of futures contracts with the customer. 


In addition, during 1997-98 the CWB entered into grain futures contracts on regulated U.S. futures 
markets to price grain where the opportunity to do so was not available in the physical market. These 


transactions were small in volume and did not materially affect any pool account. 


Foreign Exchange Risk 


Foreign exchange risk is defined as the exposure to the potential impact of adverse movements in 


foreign exchange rates. 


All sales entered into by the CWB are priced directly or indirectly in U.S. dollars. Sales priced in 
Canadian dollars are determined by reference to the U.S. dollar value of the grain at the time the sale 
is entered into or priced in the case of deferred basis contracts. Therefore, the pool returns are subject 
to the risk of adverse movements in the U.S. dollar exchange rate in a particular pool year. The CWB 
enters into over-the-counter foreign exchange forward and option contracts to minimize the 
corporation’s exposure to adverse foreign exchange rate movement. By utilizing these hedging 
instruments, the CWB is able to establish the conversion rate for the U.S. dollar on the sales contracts 


entered into. 
Interest Rate Risk 


The CWB has substantial financial assets that earn interest revenue and financial liabilities that incur 
interest expense. Interest revenue less interest expense results in net interest earnings. Interest rate 
risk exists when there is a mismatch between the interest rate repricing dates and term of the assets 
and liabilities. In the event of a mismatch, an adverse change in interest rates could reduce net interest 


earnings. 


The CWB’s assets are primarily Canadian and U.S. dollar denominated credit receivables arising from 
the sale of grain. These floating rate assets are financed predominantly through the issuance of either 
short term debt or medium term debt that has been swapped to a floating rate of interest. Therefore 
floating rate assets are financed through floating rate debt, thus reducing the interest rate risk of the 


organization which is consistent with "best practices". 


The CWB’s Board of Commissioners has established limits within which asset/liability management is 


conducted. 


Karen Bailey (left) tours 
farmers through the 
Finance Department. 
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Credit Risk 


Credit risk is the risk of potential loss should a counter-party fail to meet its contractual obligations 
and is comprised of current, potential and settlement exposure. The CWB has exposure to credit 
risk with respect to non-guaranteed accounts receivable due from foreign customers, investing 


transactions, and derivative transactions. 


The CWB’s exposure to credit risk on accounts receivable due from foreign customers is limited to 
those receivables that are not guaranteed by the Government of Canada. Under the Agri-food 
Credit Facility the Government of Canada guarantees a declining percentage of the receivables 
based on the repayment term of the credit. The CWB assumes the risk not covered by the 
Government of Canada or by a commercial bank. No defaults have been experienced against these 


programs to date, including in the current year. 


Where credit risk on a non-guaranteed receivable has been assumed by a commercial bank, the 
bank has no recourse to the CWB. The CWB’s exposure in these situations is limited to the risk of 
non-performance of the commercial bank in the event of non-payment by the customer. The CWB 
manages this exposure by contracting only with those financial institutions having a very high 


credit rating. 


The CWB manages exposure to risk of loss from an investing counter-party by transacting 
investments only with highly rated counter-parties. Investments adhere to the credit rating 
requirements of the Canadian Wheat Board Act and the Minister of Finance Credit Policy 


Guidelines for Crown Corporations. 


Credit risk associated with derivatives entered into for treasury management and foreign exchange 
purposes represents the replacement cost of contracts with a positive fair value. The CWB manages 
its exposure to the risk of non-performance of a derivative counter-party by contracting only with 
financial institutions having very high credit ratings qualified to the financial risk management 
guidelines approved by the CWB’s Board of Commissioners and by the Minister of Finance. In 
addition to strict credit rating requirements, the CWB utilizes International Swaps and Derivatives 
Association, Inc. master agreements to minimize the credit risk, payment risk and legal risk 


associated with interest rate related derivative transactions. 
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Year 2000 Computer Compliance 


The Year 2000 presents a major challenge for computer systems around the world. The problem is 
that many of the world’s computers use two-digit date fields and may be unable to recognize the 


century change, from 1999 to 2000, resulting in systems failure or inaccurate results. 


The CWB is a leader among Canadian businesses in dealing with this problem, having begun work 
to correct this problem in 1995, pioneering some techniques that are now in use outside of the 
CWB. For the CWB, the task is both large and complex. The CWB keeps track of producer 
deliveries, grain stocks and accounts receivable with the help of computers. Many of these software 
programs were written specifically for the CWB and could not be replaced with commercially 
available software. As a result, significant staff time and resources have been invested in modifying 
computer infrastructure over the past three years, by repairing some applications and replacing 
others. It is anticipated that all reprogramming and replacement efforts for systems will be 


completed by June 1999. 


However, the Year 2000 challenge extends beyond safeguarding CWB computer systems. The 
CWB regularly receives information from grain elevator companies, railways, banks and grain 
customers via computer. The CWB is now in the process of verifying where these and other 
companies stand in terms of Year 2000 compliance. The CWB, as a major player in the Canadian 
grain industry, is working towards coordinating efforts within the industry to ensure that shipments 


of Western Canadian grain continue without disruption on January 1, 2000 and beyond. 


The sun sets on a 
field of Canada 
Western Extra 
Strong wheat near 
Roland, Manitoba. 
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Glossary of Financial Terms 


Cross-currency 

interest rate swap 

a contractual agreement for 
specified parties to exchange 
principal and fixed and floating 
interest rate payments, in different 
currencies. Notional amounts upon 
which the interest rate payments are 
based are not exchanged. 


Currency call option 

a contractual agreement which gives 
the purchaser of the call option the 
right to buy the currency at a 
predetermined price at a specific 
point in time or during a specified 
period. The seller of the call option 
has the obligation to sell the 


currency if the option is exercised. 


Currency put option 

a contractual agreement which gives 
the purchaser of the put option the 
right to deliver the currency to the 
seller of the option at a 
predetermined price at a specific 
point in time or during a specified 
period. The seller of the put option 
has the obligation to accept delivery 
if the option is exercised. 


Currency swap 

a contractual agreement for 
specified parties to exchange the 
cash flow of one currency for a 


fixed cash flow of another currency. 


Derivative instrument 

a contract or security that obtains 
much of its value from price 
movements in a related or 
underlying security, future, or other 


instrument or index. 


Fair value 

an estimate of the amount of 
consideration that would be agreed 
upon between two arm’s length 
parties to buy or sell a financial 


instrument at a point in time. 


Foreign exchange forward 
an agreement to buy and sell 
currency at a specified price and 
date in the future. 


Foreign exchange swap 

a transaction in which a foreign 
currency is simultaneously 
purchased in the spot market and 
sold in the forward market or vice- 


versa. 


Futures contract 

a future commitment to purchase or 
deliver a commodity or financial 
instrument on a specified future 
date at a specified price. The 
futures contract is an obligation 
between the corporation and the 
organized exchange upon which the 
contract is traded. 


Hedge 

a risk management technique used 
to decrease the risk of adverse 
commodity price, interest rate or 
foreign exchange movements by 
establishing offsetting or risk- 
mitigating positions intended to 
reduce or minimize the 


corporation’s exposure. 


International Swaps and 
Derivatives Association, Inc. 
(ISDA) 

the principal swap industry trade 
group whose agreements are used 
as standard documentation for 
over-the-counter derivative 


instruments. 


Liquidity 

having sufficient funds available to 
meet corporate obligations in a 
timely manner. 


Option 

a contract that grants the right, but 
not the obligation, to buy or sell a 
commodity or financial instrument 
at a specified price at a specific 
point in time or during a specified 
period. 


Risk management 

the application of financial analysis 
and diverse financial instruments to 
the control and, typically, the 
reduction of selected types of risk. 


Single currency interest 

rate swap 

a contractual agreement for 
specified parties to exchange fixed 
interest rate payments for floating 
interest rate payments based on a 
notional value in a single currency. 
Notional amounts upon which the 
interest rate payments are based are 


not exchanged. 


Swap 
a contractual agreement to 
exchange a stream of periodic 


payments with a counter-party. 


CANADIAN WHEAT BOARD 26 ANNUAL REPORT 


Index to Financial Statements 


July 31, 1998 


29 
Management Report 


30 
Auditors’ Report 


31 
Exhibit | 
Balance Sheet 


32 

Exhibit Il 

Statement of Operations and Distribution of Earnings to Producers, 
1997-98 Pool Account - Wheat 


33 

Exhibit Ill 

Statement of Operations and Distribution of Earnings to Producers, 
1997-98 Pool Account - Amber Durum Wheat 


34 

Exhibit IV 

Statement of Operations and Distribution of Earnings to Producers, 
1997-98 Pool Account - Barley 


35 

Exhibit V 

Statement of Operations and Distribution of Earnings to Producers, 
1997-98 Pool Account - Designated Barley 


36 
Exhibit VI 
Statement of Cash Flow 


37 
Exhibit VII 
Statement of Special Account Transactions 


38 - 39 

Exhibit Vill 

Statement of Administrative and General Expenses 
and Allocations to Operations 


40 - 51 
Notes to Financial Statements 


CANADIAN WHEAT BOARD 28 ANNUAL REPORT 


Management Report 


NZ WB 


The Canadian Wheat Board 
La Commission canadienne du blé 


The financial statements of the Canadian Wheat Board together with other information contained in this annual report 
have been prepared by management, who have full responsibility for them, and approved by the Board. These 
statements reflect the results for the year ended July 31, 1998 and the financial status of the CWB as of that date. 


Management’s responsibility includes ensuring that the financial statements are prepared in accordance with generally 
accepted accounting principles appropriate in the circumstances and consistently applied, and that appropriate systems 
of internal controls and formal policies and procedures are in place to ensure the integrity and reliability of accounting 
and financial reporting, as well as the safety of all of the organization’s assets. 


Deloitte & Touche, Chartered Accountants, the CWB’s external auditors, have performed an independent examination 
of the financial statements in this report. Management has made available to the external auditors all financial records 
and related data. 


The Canadian Wheat Board is responsible for ensuring that management fulfills its responsibilities for financial 
reporting and internal control. The Commissioners, along with the Chair of the CWB Advisory Committee and an 
independent outside member, act as an Audit Committee in exercising this responsibility. The Committee meets with the 
external auditors to discuss the results of the audit and the evaluation of the CWB’s internal controls. The Internal 
Audit Department, reporting directly to the Audit Committee, has a mandate to provide timely recommendations and 
assessments concerning the effectiveness of internal controls. The Committee reviews the action taken by management 


with respect to the recommendations made by the internal and external auditors. 


Som 


Donald E. Vernon, C.A. 
Executive Director, Finance and Treasurer 


Mice ees 


Adrian Measner 
Executive Director, Marketing 


423 Main Street Phone (204) 983-0239 423, rue Main Tél. : (204) 983-0239 


PO Box 816 
Winnipeg, Manitoba 
Canada R3C 2P5 


Fax (204) 983-3841 
Telex 07-57801 
Internet: www.cwb.ca 


C.P. 816, succ. Main 
Winnipeg (Manitoba) 
Canada R3C 2P5 
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Téléc. : (204) 983-3841 
Télex. : 07-57801 
Internet : www.cwb.ca 


Auditors’ Report 


Deloitte & 
Touche 
NN 


To the Canadian Wheat Board: 


We have audited the financial statements of the Canadian Wheat Board set out as Exhibits I to VII and notes thereto 
which include the balance sheet at July 31, 1998 and the statements of operations and distribution of earnings to 
producers for the 1997-98 pool accounts for wheat and amber durum wheat for the period August 1, 1997 to 
completion of operations on August 31, 1998 and for barley and designated barley for the period August 1, 1997 to 
completion of operations on September 30, 1998, the statement of cash flow for the year ended July 31, 1998, the 
statement of special account transactions for the year ended July 31, 1998, and the statement of administrative and 
general expenses and allocations to operations for the year ended July 31, 1998. These financial statements are the 
responsibility of the Canadian Wheat Board’s management. Our responsibility is to express an opinion on these 
financial statements based on our audit. 


We conducted our audit in accordance with generally accepted auditing standards. Those standards require that we plan 
and perform an audit to obtain reasonable assurance whether the financial statements are free of material misstatement. 
An audit includes examining, on a test basis, evidence supporting the amounts and disclosures in the financial 
statements. An audit also includes assessing the accounting principles used and significant estimates made by 


management, as well as evaluating the overall financial statement presentation. 
In our opinion, these financial statements present fairly, in all material respects, the financial position of the Canadian 


Wheat Board as at July 31, 1998 and the results of its operations and the changes in its financial position for the 


periods shown in accordance with generally accepted accounting principles. 


VL Ze 


Deloitte & Touche 


Winnipeg, Manitoba 
December 21, 1998 


Deloitte Touche 
Tohmatsu 
International 
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Exhibit | 


BALANCE SHEET 
as at July 31 


1998 1997 
ASSETS 
Accounts Receivable : 
Credit sales (Note 3) $ 7,022,939,980 $ 6,418,291,510 
Completed sales 17,223,160 66,184,064 
Advance payment programs (Note 4) 75,893,749 161,575,235 
Other 29,630,222 55900 2 
7,145,687,111 6,651,958,081 
Stocks of grain (Note 5) 946,686,022 1,682,137,024 
Deferred and prepaid expenses (Note 6) 16,190,470 SD StS) 
Fixed assets (Note 7) 66,276,729 52,724,986 
TOTAL ASSETS -—  $8,174,840,332 $ 8,424,947,910 
LIABILITIES 
Borrowings (Note 8) $6,715,579,384 $ 6,240,754,143 
Accounts payable and accrued expenses (Note 9) TERE TGs 105,772,615 
Liability to agents of the CWB (Note 10) 730,240,623 1,364,322,369 
Liability to Producers (Note 11) 601,023,394 703,327,514 
Provision for final payment expenses (Note 12) 7,643,324 8,108,840 
Special Account — net balance of 
undistributed payment accounts (Note 13) DANS? 2,662,429 
TOTAL LIABILITIES $8,174,840,332 $8,424,947,910 
APPROVED 
Lorne FE. Hehn Richard H. Klassen Gordon P. Machej Donald E. Vernon 
Chief Commissioner Commissioner Commissioner Executive Director, Finance and Treasurer 
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Exhibit II 


1997-98 POOL ACCOUNT - WHEAT 

STATEMENT OF OPERATIONS AND 

DISTRIBUTION OF EARNINGS TO PRODUCERS 

for the period August 1, 1997 to completion of operations on August 31, 1998 
(with prior year comparatives for the period ended September 30, 1997) 


1997-98 1996-97 
Rate per Rate per 
Amount Tonne Amount Tonne 
Receipts from Producers: Tonnes 15200005 19 756 578 


Revenue (Note 18) $203.120 $4,230,897,275 $214.151 


$3,087,651,013 


Deduct Operating Costs 


Country Elevator Carrying Charges 43,252,471 2.845 56,525,504 2.861 
Terminal Storage 15,495,422 L009 14,944,608 0.756 
Demurrage / Despatch (3782.998) (0.245) OS WSS YS) 0.950 
Additional freight - to terminals 23,155,431 L523 SSE ISI 97 1.930 
- freight rate change (2,486,330) (0.163) 2,686,523 0.136 
Drying 563,754 0037 13,804,982 0.699 
Interest and Depreciation on 
CWB Hopper Cars 2,306,893 O12 DH SOB 0.120 
Administrative Expenses 38,235,780 PSUS 33,565,468 LEDY 
Interest earnings (65,308,740) (4.296) (65,258,729) (3.303) 
51,481,683 3.987 LS SSO 5.848 
Earnings Distributed to Producers $3,036,169,330 S199. 73 $4,115,346,254 $208.303 
Earnings Distributed as follows: 
Initial Payments at delivery $2,421,760,919 $159.314 $3,707,842,403 $187.676 
Adjustment Payments 306,316,251 DOAS | 176,336,478 8.926 
Interim Payment 114,430,256 7328 = - 
Final Payment 193,583,966 WO0735 231,066,148 11.696 
Rebate on Producer Cars VeI33 0.005 101,225 0.005 


Ee a ea ia a cn nn a TY ences 


$3,036,169,330 $199.733 


$4,115,346,254 


$208.303 
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1997-98 POOL ACCOUNT - AMBER DURUM WHEAT 

STATEMENT OF OPERATIONS AND 

DISTRIBUTION OF EARNINGS TO PRODUCERS 

for the period August 1, 1997 to completion of operations on August 31, 1998 
(with prior year comparatives for the period ended September 30, 1997) 


1997-98 1996-97 
Rate per Rate per 
Amount Tonne Amount Tonne 
Receipts from Producers: Tonnes 3 937 885 3 882 848 
Revenue (Note 18) $1,118,374,947 $284.004 $962,792,723 $247.961 
Deduct Operating Costs 
Country Elevator Carrying Charges 13,434,440 3.411 11,965,467 3.082 
Terminal Storage 4,040,368 1.026 5,010,878 1.290 
Demurrage / Despatch (651,271) (0.165) 1,294,828 0.333 
Additional freight - to terminals 1,986,996 0.505 I 22S) 332 0.316 
- freight rate change (306,196) (0.078) 604,658 0.156 
Drying 395904 0.010 2,180,510 0.562 
Interest and Depreciation on 
CWB Hopper Cars 597,606 0.152 466,060 0.120 
Administrative Expenses 2 OVOLO12 BSNS 6270 1.610 
Interest earnings (11,046,126) (2.805) (8,883,675) (2.288) 
18,005,733 4.572 20,116,228 Sou 
Earnings Distributed to Producers $1,100,369,214 $279.432 $942,676,495 $242.780 
Earnings Distributed as follows: 
Initial Payments at delivery S$ 8915059,979 $226.279 $682,288,454 SPS 7S. 
Adjustment Payments 138,010,307 35.047 161,120,614 41.495 
Interim Payment ES So Ms END) Sl - - 
Final Payment 47,688,676 PANG) 99,260,014 25.564 
Rebate on Producer Cars 19,062 0.005 7,413 0.002 
$1,100,369,214 $279.432 $942,676,495 $242.780 
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Exhibit IV 


1997-98 POOL ACCOUNT - BARLEY 
STATEMENT OF OPERATIONS AND 
DISTRIBUTION OF EARNINGS TO PRODUCERS 


for the period August 1, 1997 to completion of operations on September 30, 1998 
(with prior year comparatives for the period ended September 30, 1997) 


g (19.062) + (7,678,940) (3.147) 


1997-98 
___ Amount 
Receipts from Producers: Tonnes 261 960 
Revenue (Note 18) $32,500,922 
Deduct Operating Costs 
Country Elevator Carrying Charges 2 O65 
Terminal Storage 1,360,008 
Demurrage / Despatch (46,023) 
Additional freight - to terminals 624,561 
- freight rate change 160,587 
Drying 47,965 
Interest and Depreciation on 
CWB Hopper Cars Pe BOLT So 
Administrative Expenses 663,073 
Interest earnings (4,993,579) 
617,912 
Earnings Distributed to Producers $31,883,010 
Earnings Distributed as follows: 
Initial Payments at delivery $28,914,535 
Adjustment Payments 339,049 
Final Payment 2,627,839 
Rebate on Producer Cars L587 
$31,883,010 


1996-97 
Rate per Rate per 
Tonne Amount Tonne 

2 440 097 
$124.068 $385,966,275 $158.177 
10.542 9,362,874 S8o7 
eye 2,462,246 1.009 
(0.176) 4,090,147 1.677 
2.384 1,929,869 Oo 
0.613 DERM TEN 0.095 
0.183 3,493,943 1.432 
0.152 292,886 0.120 
253k 4,163,495 1.706 
2.359 18,348,791 7.520 
$121,709 $367,617,484 $150.657 
$110.378 $339,813,142 $139.262 
1.294 135787. 82 5.651 
10.031 14,006,741 5.740 
0.006 9,780 0.004 
$124709 $367,617,484 $150.657 
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Exhibit V 


1997-98 POOL ACCOUNT - DESIGNATED BARLEY 

STATEMENT OF OPERATIONS AND 

DISTRIBUTION OF EARNINGS TO PRODUCERS 

for the period August 1, 1997 to completion of operations on September 30, 1998 
(with prior year comparatives for the period ended September 30, 1997) 


1997-98 1996-97 
Rate per Rate per 
Amount Tonne Amount Tonne 
Receipts from Producers: Tonnes 2 267 423 2 402 091 
Revenue (Note 18) $443,390,259 ; $195.548 $530,873,216 $221.005 
Deduct Operating Costs 
Country Elevator Carrying Charges 1,929,197 0.851 599,100 0.250 
Demurrage / Despatch (34,932) (0.016) 219,284 0.091 
Additional freight — to terminals 65,108 0.029 DSS 0.011 
— freight rate change 25,439 0.011 152,268 0.063 
Interest and Depreciation on 
CWB Hopper Cars 344,145 0.152 288,279 0.120 
Administrative Expenses 5,704,875 2.516 4,084,200 1.700 
Interest earnings (4,566,046) (2.014) (3,043,871) (1.267) 
3,467,786 1.529 2,324,842 0.968 
Earnings Distributed to Producers $439,922,473 $194.019 $528,548,374 $220.037 
aa 
Earnings Distributed as follows: 
Initial Payments at delivery $375,755,680 $165.719 $436,485,500 $181.711 
Adjustment Payments TES7I22999 feos 65,696,042 2F 350 
Interim Payment 9,070,255 4.000 - - 
Final Payment 24,989,161 tui! All 15,945,563 6.638 
Producer Contract Storage 13,394,378 5.908 10,421,269 4.338 
$439,922,473 $194.019 $528,548,374 $220.037 


eee aaa, 
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Exhibit VI 


STATEMENT OF CASH FLOW 
for the year ended July 31 


1998 1997) 
Cash Flow from Operating Activities anes 
Cash received from the sale of grain $4,681,917,141 $6,110,529,489 
Interest earned 85,914,491 84,865,215 
Cash paid for operating costs (159,487,605) (241,206,097) 
Add items not requiring an outlay of cash 
- depreciation S397, 502 SP FTE 
Cash flow from operating activities before 
working capital changes 4613374529 5,959,410,381 
Changes in working capital S169 027 (69,001,523) 
4,701,433,456 5,890,408,858 
Cash Flow from Other Activities 
(Increase) decrease in accounts receivable - credit sales (604,648,470) 234,986,289 
Purchase of fixed assets (18,949,245) (Se 78S5809)) 
(6235975715) 221,202,456 
Net Cash Flow before Distribution 4,077,835,741 6,111,611,314 
Cash Distributed to Producers i 
Cash balance undistributed in prior year (360,396,885) (PQQ ISHS) 
Current year balances distributed to producers 
prior to July 31 (4,192,264,097) (Spero Pa S)) 
‘44,552,660,982) (5,893,067,508) 
Net (decrease) increase in Cash (474,825,241) 218,543,806 
Borrowings at beginning of year (6,240,754,143) (6,459,297,949) 
Borrowings at end of year ($6,715,579,384) ($6,240,754,143) 
eine i 
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Exhibit VII 


STATEMENT OF SPECIAL ACCOUNT TRANSACTIONS 
for the year ended July 31 


Balance of Special Account at beginning of year $2,662,429 $3,235,545 


Add transfer to Special Account from payment accounts 


authorized by Order-in-Council P.C. 1998-916 906.027 5 


3,568,456 3,235,545 
Deduct expenditures authorized by Order-in-Council noted below (768,897) (562,076) 
Deduct payments to Producers against old payment accounts (7,690) (11,040) 
Balance of Special Account at end of year $2,791,869 $2,662,429 


eee SSS SSS SS IEE RTE EES 


During the year ended July 31, 1998, the balances from payment accounts for 1989 Wheat, 1989 Durum, 1988 Barley, and 1989 Barley 
were transferred to the Special Account under Order-in-Council P.C. 1998-916. 


Details of Expenditures: 

Unexpended Authorized Expended Unexpended 
Authorized by as at Crop Year Crop Year as at 
Order-in-Council Description of Purpose uly 31, 1997 1997-98 1997-98 July 31,1998 


P.C. 1994-1305 
Gr 95=22,02. 


PGI 982917 Market Development Sig $175,000 $186,165 $168,064 
RG 1998-918 Canadian International 
Grains Institute 
-capital expenditures : 120,000 111,304 8,696 
Ga I90=15 38 Scholarship Program - 350,000 311,428 38,572 
PC, W273 Agribusiness Chair E 160,000 160,000 = 
SDS. $805,000 $768,897 $215,332 


Lanner ee ee ee ee  —————————————————EEEEEEE~ 


As at July 31, 1998 there were unexpended authorizations totalling $215,332 leaving an unallocated balance of $2,576,537. 
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Exhibit VIII 


STATEMENT OF ADMINISTRATIVE AND GENERAL EXPENSES 
AND ALLOCATIONS TO OPERATIONS 
for the year ended July 31 


Administrative and General Expenses: PO ie : 
Advisory Committee $223,861 emer ANIL? 
Annual report, “Grain Matters” and other CWB publications 837,476 731,974 
Area representatives 371,628 3755499 
Audit fees 163,000 163,000 
Bonds and insurance 76,013 60,701 
Car Allocation Policy Group - CWB share of operating . 

expenses 35,000": i 35,000 
Canadian International Grains Institute - CWB share a 

of operating expenses 15775458 1,623,164 
Communications and information S14429°. 195,818 
Computing equipment - rentals and services 8,631,539 5,762,260 
Depreciation on automobiles, building, computer equipment 

and systems, furniture and equipment 4,415,824 2,559,696 
District meetings 25,223 21,947 
Human resources - salaries ZL DOR SOY, 21,386,370 
Human resources - employment insurance, pension, 

group insurance, medical and other employee benefits 4,934,058 | 4,882,949 
Human resources - recruitment 150,422 252,863 
Human resources - training and development 629,516 203,665 
Legal fees and court costs 40,419 376,808 
Management consulting 1,127,400 482,812 
Manitoba Health and Education Tax $46,203 472,799 
Office and miscellaneous ACO7 1653 1,195,881 
Postage 964,019 934,771 
Printing, stationery and supplies OSI TAQ SOD 378 
Publications and subscriptions 449,676 325,800 
Rental and lighting of offices, including maintenance of 

the Canadian Wheat Board building 2,165,456 2,059,766 
Repair and rental of office equipment 421,720 309,214 
Telecommunications 761,421 (983459 
Travelling and transfer of staff 1 627,916 1,506,784 

$53,712,402 $47,424,383 


During the 1997-98 crop year, the CWB incurred costs, including legal costs, totalling $2,745,874 related to the level of services 
complaint filed with the Canadian Transportation Agency in April 1997. These costs have been netted against proceeds from CN for 
this reporting period under the commercial no-fault agreement. Proceeds in excess of this amount have been included in Revenue and 


have been distributed to the pool accounts. 
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Exhibit VIII (continued) 


Allocation to Operations: 1998 1997 


Marketing of Producers’ Grain 
1997-98 Pool Accounts 


- Wheat $22,846,839 
- Durum Sele sl 
- Barley Syd 1s 
- Designated Barley 3,407,874 
1996-97 Pool Accounts 
- Wheat 14,258,604 $19,306,864 
- Durum PSSM eS DS) 3,443,975 
- Barley 1,778,942 2,384,553 
- Designated Barley 1,736,787 2,347,413 
1995-96 Pool Accounts 
- Wheat 12,347,138 
- Durum 3,768,713 
- Barley 1,090,647 
- Designated Barley 2,193,290 
Cost allocated to pool accounts based on relative tonnage 53,148,890 46,882,593 
Distributing Final Payments to Producers 
1990-91 to 1996-97 Pool Accounts (1989-90 to 1995-96 
Pool Accounts for the prior year) 
- Wheat 339,989 327,032 
- Durum 91,245 91,620 
- Barley 74,759 65,020 
- Designated Barley Siow 58,118 
Cost allocated to payment accounts based on activity 563,512, 541,790 
$53,712,402 $47,424,383 


LLL EE EE EEE ——————————— 
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Notes to Financial Statements 


The following are an integral part of the financial statements. 


1 ACT OF INCORPORATION AND MANDATE 


The Canadian Wheat Board (CWB) was established by the 
Canadian Wheat Board Act, a statute of the Parliament of Canada. 
The CWB was created as an agent of Her Majesty in right of 


Canada for the purpose of marketing in an orderly manner, in 


inter-provincial and export trade, grain grown in Western Canada. 


The CWB is accountable for its affairs to Parliament through the 


Minister responsible for the Canadian Wheat Board. 


Effective December 31, 1998 the CWB will no longer be an agent 
of Her Majesty and will no longer be a Crown corporation within 


the meaning of the Financial Administration Act. 


The CWB is exempt from income taxes under Section 149(1)(d) of 
the Income Tax Act. 


2 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 


(a) 


Results of operations 

The annual accounts at July 31 include the final operating 
results for all pool accounts for the crop year ended July 31, 
where marketing operations have been completed before 
the issuance of the annual report for that year. In 
determining the financial results for such pools, the 
accounts of the CWB at July 31 include: 


Stocks of grain — Stocks of grain on hand at July 31 at the 


values which were ultimately received as sale proceeds. 


Expenses incurred subsequent to July 31 - Provision for 
all expenses incurred or to be incurred in the process of 
marketing these stocks of grain including a charge for the 
portion of administrative and general expenses incurred 
subsequent to July 31 but relating to this marketing 
activity. Expenses related to marketing activities carried 
out subsequent to July 31 are included in accounts 
payable and accrued expenses. The expenses included are 
carrying charges, storage, interest, rail freight and other 
transportation charges, and administrative costs, together 
with all other sundry expenses incurred during the period. 


Liability to producers - Balances not yet distributed to 
producers at July 31 where marketing operations have 
been completed for the 1997-98 pool accounts are included 
in Liability to Producers. 


Allowances for losses on accounts receivable 

from credit sales 

The Government of Canada guarantees the repayment of 
the principal and interest of all receivables resulting from 
sales made under the Credit Grain Sales Program. On 
receivables resulting from sales made under the Agri-food 
Credit Facility, the Government of Canada guarantees a 
declining percentage of the receivable based on the 


repayment term of the credit, with the CWB assuming the 
risk not covered by the Government of Canada. 


For receivables resulting from credit sales made outside of 
the Credit Grain Sales Program and the Agri-food Credit 
Facility, the CWB may enter into arrangements with 
commercial banks who will assume the credit risk, without 
recourse to the CWB. 


As a result of the government guarantees of credit 
receivables and the arrangements entered into with 
commercial banks, no provision is made with respect to the 
possibility of debtors defaulting on their obligations. 


Fixed assets and depreciation 
Fixed assets are recorded at cost and depreciated on a 


straight line method over their expected useful 


life as follows: 


Computer equipment (to 1/20 residual value) .. 1 to 5 years 


Automobiles (to 1/3 residual value) ............ 2 years 
Building and office alterations)... os4iis0 te on 3 years 
Gomputemsystems development mrss reer 10 years 
Officesiunnitune and equipmentearen eet 10 years 
TIO pperi cass sa meuncees uci: aeons tea eae eee 30 years 
Building, (cath raaceces Hee ue Deen eee 40 years 


Translation of foreign currencies 
Sales contracts denominated in foreign currencies are 
hedged 


contracts. Forward exchange contracts are translated into 


by foreign exchange forward and _ option 
Canadian dollars at the rates provided therein. Purchased 
option contracts are translated into Canadian dollars at the 
higher of the option strike price or the market price net of 
premium. Written option contracts are translated into 
Canadian dollars at the option strike price when exercised 
by the purchaser. These amounts are recorded in Revenue as 


an adjustment to the underlying sales transactions. Other 
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Notes to Financial Statements (continued) 


(f) 


income and expenses are translated at the daily exchange 
rates in effect during the year. 


Assets and liabilities denominated in United States dollars 
are translated at the exchange rate in effect at the balance 
sheet date. The CWB hedges its United States dollar assets 
and liabilities on a total portfolio basis. It is the CWB’s 
policy to manage these assets and liabilities in order to 
minimize net exposure to foreign currency fluctuations. 
Exchange adjustments arising from conversion of foreign 
currency denominated assets or liabilities are included in 
accounts payable and accrued liabilities. 


Borrowings in currencies other than the Canadian or 
United States dollar are concurrently hedged by currency or 
cross-currency interest rate swap agreements and are 
converted into Canadian or United States dollars at the 
rates provided therein. 


Hedging of anticipated future transactions 

The CWB has entered into wheat future and option 
contracts to price a portion of anticipated sales. 
The CWB has also entered into foreign exchange 
forward and option contracts in order to manage the 
foreign exchange risk of a portion of anticipated sales. 
Any settlements on these contracts form part of the net 
sales price and are recognized in income as an adjustment 
to sales revenue in the same period as the sales 
being hedged. 


Derivative financial instruments 

In order to manage its exposure to currency and 
interest rate risks the CWB uses various types of 
derivative financial instruments such as currency and 
interest rate swaps and foreign exchange forward 
and option contracts. 


Interest rate agreements - Periodic payments under 
swap and forward contracts are accounted for on an 
accrual basis with the net accrued interest receivable or 
payable included in borrowings. The costs of the contracts 
are recognized in the period in which they occur and are 
income as a 


current component of 


reported in 


interest revenue. 


Foreign exchange agreements - Currency exchange 
settlements arising from foreign exchange agreements 


and the costs associated with these contracts are included 
in sales revenue. Contract costs and exchange rate 
settlements are recognized in the same pool account in 


which the related foreign currency transaction occurs. 


Interest and bank charges 

Interest expense and bank charges incurred by the 
CWB in financing its activities and interest revenue 
earned are calculated on a full accrual basis. Interest 
expense and revenue are netted which is consistent with the 
requirement under the Canadian Wheat Board Act that 
such amounts be treated as charges or recoveries of 
operating costs. Net interest earnings includes interest 
earnings and expenses related to accounts receivable, 
bank charges, transaction and program fees on borrowing 
facilities, and interest earned on each pool account during 
the pool period and until final distribution to producers. 


Administrative and general expenses 

Administrative and general expenses, except for that 
portion of such expenses attributable to distributing final 
payments to producers, are allocated to the various pool 
accounts to which the services relate on the basis of the 
relative tonnage. Expenses attributable to final payments 
are allocated on the basis of the number of producers 


receiving payments from the various pool accounts. 


Pension plan 

Employees participate in the Public Service Superannuation 
Account administered by the Government of Canada. The 
CWB matches employees’ contributions for current or prior 
service. These contributions are expensed during the year 
in which the services are rendered and represent the total 
pension obligations of the CWB. The CWB is not required 
under present legislation to make contributions with respect 
to any actuarial deficiencies of the Public Service 


Superannuation Account. 


Post-employment benefits 

Employees of the CWB are entitled to specified benefits 
provided upon retirement or termination. The liability 
for these benefits is recorded in the accounts as the 
benefits accrue to employees. The unrecognized balance 
as at July 31, 1993 of $7,980,330 is being amortized on a 
straight line basis over ten years commencing with the 
1993-94 crop year. The unrecognized balance at July 31, 
1998 is $3,990,165 (1997 - $4,788,198). 
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Notes to Financial Statements (continued) 


3 ACCOUNTS RECEIVABLE FROM CREDIT SALES 


Due from foreign customers: 


es 1997 


co en 


$ 424,970,170  $ 226,758,452 


Current OS 392,098,123) | S23 801206 | 89070741 ,970,170 

Overdue 680,000 63870 | E8004 68g) 578,518,611 

Subject to a Paris Club rescheduling a a ae ee = 283,364,048 

Rescheduled OS B6L 45020 eS Bed as 5,276,890,424 
6,933,559,787  23,801306 | 9.070741 6.96643 6,365,531,535 


Due from Government of Canada 


56,508,146 _ 


$6,990,067,933 $23,801,306 $9 


The CWB sells grain on credit under the following credit 
arrangements in order to meet competitive pressures and to meet the 
needs of customers: 


Credit Grain Sales Program 

The CWB can sell grain on credit under this program to customers 
who can offer a sovereign guarantee of repayment to the CWB from 
their central bank or ministry of finance. The Government of 
Canada, in consultation with the CWB, approves country eligibility 
for this program and individual country credit ceilings on an annual 
basis. Repayment terms cannot exceed 36 months from time of 
shipment, and commercial rates of interest are charged. Under this 
program, the Government of Canada guarantees repayment of all 
credit receivables. 


These accounts receivable arise from sales of grain to Algeria, Brazil, 
China, Egypt, Ethiopia, Haiti, Indonesia, Iran, Iraq, Jamaica, 
Pakistan, Peru, Poland, Russia and Zambia. Of the $6,933,559,787 
(1997 - $6,365,531,535) principal and accrued interest due from 
foreign customers, $5,118,725,537 (1997 - $4,490,063,911) 
represents the Canadian equivalent of $3,385,624,404 (1997 - 
$3,258,391,808) repayable in United States funds. 


Overdue accounts receivable at July 31, 1998 represent amounts due 
from Iraq and Pakistan where payments for past credit sales had not 
been received on due dates and were still outstanding 
at year end. 


Through a forum known as the Paris Club, the Government of 
Canada and other creditors have periodically agreed to extend the 
repayment terms beyond the original maturity dates or to reduce the 


SZ TSS 


$6,418,291,510 


principal owed by a debtor country for a variety of reasons, 
including humanitarian concerns. All members of the Paris Club are 
obligated to grant the debtor country the same treatment. 


Under terms agreed to by the Government of Canada at the Paris 
Club, the CWB has entered into agreements to reschedule certain 
receivables beyond their original maturity dates for Algeria, Brazil, 
Egypt, Ethiopia, Haiti, Jamaica, Peru, Poland, Russia and Zambia. 
The terms for these reschedulings vary, calling for payment of interest 
and rescheduled principal for periods ranging from five to 25 years. 
In addition to debt relief by means of extending the repayment terms, 
the Government of Canada has, in certain cases, agreed to reduce 
various levels of principal outstanding for Egypt, Ethiopia, Haiti, 
Poland and Zambia. Under these debt reduction arrangements, 
amounts that otherwise would have been paid by the debtor 
government are paid to the CWB by the Government of Canada. 
The amount of $56,508,146 (1997 - $52,759,975) due from the 
Government of Canada as at July 31, 1998 under these debt 
reduction agreements represents accrued interest from the date of the 
last payment. Of this amount, $31,361,591 (1997 - $28,922,874) 
represents the Canadian equivalent of $20,743,165 (1997 - 
$20,989,023) which will be repayable in United States funds. 


Agri-food Credit Facility 

The CWB can sell grain on credit under this facility to private 
importers where the importer cannot offer a sovereign guarantee of 
repayment. Since these transactions involve private buyers, the 
Government of Canada has not set country credit ceilings but 
evaluates each transaction on a case-by-case basis. 
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Under this facility, the Government of Canada guarantees a declining 


percentage of the receivables based on the repayment term of the 
credit. The CWB assumes the risk not covered by the Government 
of Canada. The CWB’s maximum credit risk exposure under this 
facility at July 31, 1998 is $694,135 (1997 - $0). 


Accounts receivable under this facility arise from sales to 
customers in Brazil and South Korea. The balance of $23,801,306 
(1997 - $0) principal and accrued interest due under the 
Agri-food Credit Facility represents the Canadian equivalent of 
$15,742,646 (1997 - $0) repayable in United States funds. 


Other Credit 

In certain credit sales under the Credit Grain Sales Program and the 
Agri-food Credit Facility, the CWB will partner with commercial 
banks who will assume part of the credit risk of the sale, without 


Maturities 


The accounts receivable from credit sales mature as follows: 


recourse to the CWB. The risk that is shared by the bank is not 
guaranteed by the Government of Canada. The CWB’s exposure in 
this type of transaction is the risk of non-performance of the 
commercial bank in the event of non-payment by the customer. The 
CWB manages this exposure by contracting only with those 
financial institutions having a very high credit rating. 


The balance of $9,070,741 (1997 - $22,100,819) principal and 
interest due represents the Canadian equivalent of $5,999,564 
(1997 - $16,038,331) repayable in United States funds. 


Fair Value 

All accounts due from credit receivables as at July 31, 1998 have 
contractual interest rate repricing dates under 365 days. As a 
result of the short terms to repricing dates of these financial 
instruments, fair value approximates the carrying values. 


1998 1997 
Within 

1 year $ 560,596,541 § 373/523.321 

2 years 119,734,802 63,088,244 

3 years 135,868,087 SOME ON 7 

4 years 216,649,420 12323189138 

S years 321,654,188 206,659,378 
More than S years 4,988,432,305 4,978,164,791 
Overdue 680,004,637 $78,518,611 
$7,022,939,980 $6,418,291,510 


SSS 
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4 ACCOUNTS RECEIVABLE FROM ADVANCE PAYMENT PROGRAMS 


Payments Act 


1998 1997, 
Agricultural Prairie Grain 
Marketing Advance mail 
Programs Act ylotall ean Total 


Due from producers: 


Principal balances outstanding $72,227,218 rita S722 7,218 $167,255,202 

Recovery of interest costs on mln 
advances over $50,000 873,380 $2,047,002 2,920,382 1,788,155 
73,100,598 2,047,002 75,147,600 169,043,357 


TSN ENE DSSS eds IRE SSC eae ements OF TIF 
Due from Government of Canada: 
Recovery of interest costs on advances eae 
under $50,000 10,184,013 530,284 10714097) 446,922 
Less principal collected from producers on 
subsequent to reimbursement by 
Government of Canada - (7,767,682) (7,767,682) (5,705,479) 
Less default interest collected from 
producers on behalf of 


Government of Canada Se (2,200,466) (2,200,466) (2,209,565) 
10,184,013 Ake (7,468,122) 
$83,284,611 ($7,390,862) a $75,893,749 $161,575,235 

Cash advances totalling $536,929,688 were issued by the CWB to 1957 total $11,316,856,057, including $874,948,103 issued 
producers under the Government of Canada’s Agricultural during the previous crop year. 
Marketing Programs Act during the year ended July 31, 1998, 
which was the first year of the program. In previous years, cash The producer pays interest on the part of the cash advance that is 
advances were made under the Government of Canada’s Prairie in excess of $50,000, and the Government of Canada pays interest 
Grain Advance Payments Act. Cash advances issued by the CWB on advances up to $50,000. 


to producers under the Prairie Grain Advance Payments Act since 
5 STOCKS OF GRAIN 


Stocks of grain at July 31 are reported at the value ultimately received as sales proceeds as follows: 


1998 1997 
Wheat S703, 1/328 ihc $1,166,874,727 
Durum 176,984,054 329,674,513 
Barley | T B88 06V 107,241,670 

78,346,114 


Designated Barle Wi 58,639 720 a 


$946,686,022 $1,682,137,024 


RS SSSR SR SS SR SS SS ST PS SS SS A 
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6 DEFERRED AND PREPAID EXPENSES 


1998 LOT 

Prepaid cost of moving inventory to eastern export position $11,310,907 $18,063,545 
Foreign exchange options premiums applicable to 

subsequent pool accounts 7,009,342 5,395,248 

Purchase options on leased hopper cars SHS 6)5) SHS VS85 

Deposits on commodity margin accounts 3,451,415 SHS) 

Other 3,233,836 779,590 


Net results of commodity hedging activities applicable to 


subsequent pool accounts (1629525365) 3,320,546 


$16,190,470 $38,127,819 

7 FIXED ASSETS 
1998 Ion 
Accumulated Net Book Net Book 
Cost Depreciation Value Value 
Hopper cars $86,571,175 $53,386,840 $33,184,335 $36,145,393 
Computer systems development 26,057,049 1,915,941 24,141,108 9,076,356 
Computer equipment 11,646,958 7,040,890 4,606,068 3,708,391 
Office furniture & equipment 5,560,380 3,108,365 2,452,015 1,976,143 
Building and land 4,572,956 3,868,837 704,119 804,506 
Building & office alterations 2390207 1,781,441 608,836 598,622 
Automobiles TADS) 232,966 479,386 356,239 
Leasehold improvements 161,883 61,021 100,862 59,336 
$137,673,030 $71,396,301 $66,276,729 $52,724,986 


LD LIED ALES DOD DDE ET A TE SN 


Two thousand hopper cars were purchased by the CWB in in the fleet. The CWB is reimbursed for destroyed cars under an 
1979-80 having an original cost of $90,555,623. Of these 2,000 operating agreement with the Canadian National Railway. 
cars, 88 cars have been wrecked and dismantled leaving 1,912 still 
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8 BORROWINGS 


Effective Interest 


Rate (%) 1998 IO 

Short term debt instruments and loans 
Canadian dollars 4.65 — 5.10 $1,653,793,348 $1,816,763,099 
United States dollars ($2,604,191,482) 5.44 — 5.89 3937 277,102 3,944,082,032 
5,591,070,450 §,760,845,131 

Medium term debt instruments 

United States dollars ($743,772,031) 5.50 — 5.75 1,124,508,934 479,909,012 
$6,715,579,384 $6,240,754,143 


Borrowings denominated in currencies other than the Canadian or 
United States dollar have been fully swapped into Canadian or 
United States dollars as shown above. All borrowings have 
contractual interest rate repricing dates under 365 days. As a 
result of the short term to maturity of these financial instruments, 
fair value approximates the carrying values. 


The CWB’s borrowings are undertaken with the approval of the 
Minister of Finance. The borrowings are direct borrowings of the 
CWB and thus constitute borrowings undertaken on behalf of Her 
Majesty in right of Canada and carry the full faith and credit of 
the Government of Canada. 


These borrowings are used to fund the following: 


1998 WOOF. 


Cee ne  — ———— 


To finance credit sales $7,022:939.980 $6,418,291,510 
To finance Government of Canada advance payment programs: 
Agricultural Marketing Programs Act 83,284,611 - 
Prairie Grain Advance Payments Act (7,390,862) 161,575,235 
Less funds on deposit from operations (383,254,345) (339,112,602) 
$6,715,579,384 $6,240,754,143 
9 ACCOUNTS PAYABLE AND ACCRUED EXPENSES 
1998 1997 
Accounts payable and accrued liabilities $ 48,928,153 $ 12,574,974 
Expenses incurred subsequent to July 31 for marketing 
activities on behalf of the current year pool accounts 35,155,794 G2 Sono ILO 
Deferred sales revenue 33,477,791 30,642,331 
$117,561,738 $105,772,615 


SS SSS SESS SE SS SS SS SP SS SS SSS SS 
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10 LIABILITY TO AGENTS OF THE CWB 


1998 1997 

For grain purchased from producers $582,870,509 $1,191,064,200 
For deferred cash tickets 147,370,114 173,258,169 
$730,240,623 $1,364,322,369 


Grain purchased from producers 

Grain companies, acting in the capacity of agents of the CWB, 
accept deliveries from producers at country elevators and pay the 
producers on behalf of the CWB based on the CWB’s initial price in 
effect. Settlement is not made by the CWB for these purchases until 
delivery to the CWB is completed by its agents at terminal or mill 
position. Liability to agents for grain purchased from producers 
represents the amount payable by the CWB to its agents for 3 211 587 
(1997 — 6 648 763) tonnes of grain on hand at country elevator 


11 LIABILITY TO PRODUCERS 


points and in transit at July 31 for which delivery to and settlement 
by the CWB is to be completed subsequent to the year end date. 


Deferred cash tickets 

Grain companies, acting in the capacity of agents of the CWB, deposit 
with the CWB in trust an amount equal to the deferred cash tickets 
issued for CWB grain. These funds are returned to the grain companies 
to cover producer-deferred cash tickets maturing predominantly 
during the first few days of the following calendar year. 


1998 1997 

Outstanding producer cheques at July 31 
Wheat $129,456,442 Siligapale Gate 
Durum 54,992,362 fo 5a57 3 
Barley D6. 52 3,169,751 
Designated Barley 437,708 50,269,393 
184,943,464 342,930,629 

Undistributed earnings to producers 

Wheat 308,092,160 Bil teres 73 
Durum 71,298,928 99,267,427 
Barley 2,629,426 14,016,521 
Designated Barley 34,059,416 15,945,564 


— eh dighalea Daliey eas 


416,079,930 360,396,885 


$601,023,394 $703,327,5 14 


aaa 
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12 PROVISION FOR FINAL PAYMENT EXPENSES 


The amount of $7,643,324 (1997 - $8,108,840) represents the 
balance of the CWB’s reserve for final payment expenses of pool 
accounts that have been closed. Six years after particular accounts 


13. SPECIAL ACCOUNT - NET BALANCE OF 
UNDISTRIBUTED PAYMENT ACCOUNTS 


In accordance with the provision of Section 39 of the Canadian 
Wheat Board Act, the Governor in Council may authorize the 
CWB to transfer to a Special Account the unclaimed balances 
remaining in payment accounts which have been payable to 
producers for a period of six years or more. In addition to 


14 LEASE COMMITMENTS 


The CWB leases 2,000 covered hopper cars for the Government of 
Canada. All lease costs are recoverable from the government and 
are not a charge to the operations of the CWB. Total payments 
associated with leases in the year ended July 31, 1998, 
amounting to $20,362,628 (1997 - $18,889,422) have been 
recovered by the CWB. Lease terms are for 20 and 25 years, 
expiring in 2000 and 2006. 


have been closed, the remaining reserves for these pools may be 
transferred to the special account by Order-in-Council. 


providing for payment of proper claims from producers against 
these old payment accounts, the Section further provides that these 
funds shall be used for purposes as the Governor in Council, upon 
the recommendations of the CWB, may deem to be for the benefit 
of producers. 


The CWB has entered into operating leases for certain premises. 
Lease terms are for a period of one to three years, expiring between 
December 1998 and March 2000. The CWB has the option to renew 
most of these leases for additional terms of up to three years. Total 
lease payments made in the year ended July 31, 1998 were $590,350 
(1997 - $403,904). 


15 UNCERTAINTY DUE TO THE YEAR 2000 ISSUE 


The Year 2000 Issue arises because many computerized systems 
use two digits rather than four to identify a year. Date-sensitive 
systems may recognize the year 2000 as 1900 or some other date, 
resulting in errors when information using year 2000 dates is 
processed. In addition, similar problems may arise in some 
systems which use certain dates in 1999 to represent something 
other than a date. The effects of the Year 2000 Issue may be 


experienced before, on, or after January 1, 2000, and, if not 
addressed, the impact on operations and financial reporting may 
range from minor errors to significant systems failure which could 
affect an entity’s ability to conduct normal business operations. It 
is not possible to be certain that all aspects of the Year 2000 Issue 
affecting the entity, including those related to the efforts of 
customers, suppliers, or other third parties, will be fully resolved. 
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16 OFF BALANCE SHEET FINANCIAL INSTRUMENTS 


The CWB enters into interest rate hedging transactions to manage 
its funding costs and to implement asset/liability management 
strategies. These transactions are designed to reduce the CWB’s 
exposure to mismatches in revenue and expenses resulting from 
fluctuations in interest rates and foreign exchange. These 
transactions include interest rate swap contracts, cross-currency 
interest rate swap contracts and currency swap contracts. 


The CWB also transacts foreign exchange forwards, swaps, and 
options with financial institutions with the objective of hedging 
currency exposure arising primarily from grain sales. By hedging 
the CWB’s currency exposure, risk arising from adverse currency 
movements is reduced. 


As at July 31, the total notional amount of these off balance sheet 
financial instruments, all either maturing or rate re-setting within 
one year, is as follows: 


1998 1997 
Notional Fair Notional Fair 
Amounts Value Amounts Value 
Interest rate contracts 

Single-currency interest rate swaps $1,395,786,080 $15,537,820 $384,875,400 ($760,671) 
Cross-currency interest rate swaps 51,059,934 (S,1595871) 300,769,012 4,968,204 
Currency swaps 790,526,240 (2,877,300) 710,413,893 (29,625,867) 
25237437 2,,254 7,500,649 1,396,058,305 (25,418,334) 

Foreign exchange contracts 
Foreign exchange forwards 911,987,863 (33,333,556) 969,526,082 (2,949,600) 
Foreign exchange swaps 188,594,063 10,855 158,670,547 1,882 
Foreign exchange purchased options 901,092,400 4,389,443 1,059,682,000 10,396,500 
Foreign exchange sold options 450,546,200 (POA 784,082,000 (1,674,550) 
2,452,220,526 (30,165,237) 2,971,960,629 5,774,232 
$4,689,592,780 ($22,664,588) $4,368,018,934 ($19,644,102) 


The fair value of interest rate contracts refers to the net present 
value of expected future cash flows based on current market rates. 
These values have been derived using various methodologies 
including net present value analysis and quoted market prices 
where available. The fair value of foreign exchange contracts refers 
to the market value of forward contracts and the replacement value 
of options contracts. These estimates of fair value are extensively 
affected by the assumptions used and as such, should not be 
interpreted as realizable values in an immediate settlement of the 


instruments. 


The CWB manages its exposure to the risk of non-performance by 


the counter-party by contracting only with financial institutions 
having a credit rating which complies with the financial risk 
management guidelines approved by the Board of Commissioners 
and the Department of Finance. In addition, the CWB uses master 
netting agreements, for interest rate transactions, to reduce credit 


risk of counter-party default. 


The CWB’s maximum credit risk exposure at July 31, 1998 for these 
classes of financial instruments is calculated as $22,353,448 
(1997 - $21,366,996). Credit exposure is calculated as the sum of 
all positive fair values for these classes of financial instruments 
as of July 31. 


17 RESTATEMENT OF PRIOR YEAR’S BALANCES 


Certain of the prior year’s balances have been restated to conform with the current year’s presentation. 
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18 REVENUE 

Net sales are calculated as follows: 

(a) Wheat pool account 1997-98 1996-97 

Tonnes Amount Tonnes Amount 

Completed sales to July 31 13 947 589 $2,843,703,002 16 824 059 $3,917,408,522 

Sales shipped subsequent to July 31 3 634 905 703,173,287 § PDP 735 1,166,874,727 

Weight losses in transit and in drying W039. - 34 764 2 
17,583: 533 3,546,876,289 22 981 558 5,084,283,249 

Deduct: 

Grain acquired from other than producers 84 739 14,534,610 67 090 12,744,146 


Sales used to value prior pool account 2297689 444,690,666 INST SLO 840,641,828 


Net sales of Wheat PS 200 005 $3,087,651,013 ID) 5G SHE $4,230,897,275 


The disposition of wheat stocks in 
tonnes is segregated as follows: 


Domestic sales 1873) 107 2 439 607 
Export sales 13 00S 899 18 209 498 
Sales to subsequent pool account 2 703 488 2 297 689 


Weight losses in transit and in drying 1039 34 764 


17, 63) 993 Dy DN SSS 
(b) Durum pool account 1997-98 1996-97 
Tonnes Amount Tonnes Amount 
Completed sales to July 31 3 807 048 $1,101,582,347 SST ONS $862,701,240 
Sales shipped subsequent to July 31 730.233 176,984,054 1 285 549 329,674,513 
Weight losses in transit and in drying 2 166 - 10 218 - 
4 539 447 1,278,566,401 4 882 840 LM S757 53 
Deduct: 
Grain acquired from other than producers 20 634 4,986,099 20 961 4,271,236 
Sales used to value prior pool account 580 928 TS 52055355 979 031 225,311,794 


ine) 


A 
2) 


Net sales of Durum 3 937 885 $1,118,374,947 3 882 848 $962,792,7 


The disposition of durum stocks in 
tonnes is segregated as follows: 


Domestic sales 22.2322 194 774 
Export sales 3 888 913 4 096 920 
Sales to subsequent pool account 426 046 580 928 


Weight losses in transit and in drying 2 166 10 218 


4 539 447 4 882 840 
— Se SSS SS SSS 
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(c) Barley pool account 


1997-98 1996-97 
Tonnes Amount Tonnes Amount 
Completed sales to July 31 H2:8) 22. $112,663,815 2 092 668 $351,797,407 
Sales shipped subsequent to July 31 83 868 7,888,961 739 671 107,241,670 
Weight losses in transit and in drying (173) = 8 989 : 
812 047 120,552,776 2 841 328 459,039,077 

Deduct: 
Grain acquired from other than producers 1 998 208,454 Mi FSO 3,001,277 
Sales used to value prior pool account 548 089 87,843,400 379 501 70,071,525 
Net sales of Barley 261 960 3 $32,500,922 2 440 097 $385,966,275 


The disposition of barley stocks in 
tonnes is segregated as follows: 


Domestic sales 113 344 4 315 
Export sales 650 230 DNAS G5) 
Sales to subsequent pool account 48 646 548 089 
Weight losses in transit and in drying (173) 8 989 
812 047 2 841 328 
(d) Designated Barley pool account 1997-98 1996-97 
Tonnes Amount Tonnes Amount 
Completed sales to July 31 2 044 716 $397,887,327 2 005 173 $457,492,403 
Sales shipped subsequent to July 31 289 137 58,639,720 417 487 78,346,114 
23331853 456,527,047 2 422 660 535,838,517 
Deduct: M 
Grain acquired from other than producers 4251 755,802 2 294 360,701 
Sales used to value prior pool account G2 AS 12,380,986 18 275 4,604,600 
Net sales of Designated Barley 2 267 423 $443,390,259 2 402 091 $530,873,216 
enn eens e seer ree eee ee eee —So>S==== 


The disposition of designated barley 
stocks in tonnes is segregated as follows: 


Domestic sales LPT 2Ys) 372 017 
Export sales 198% 932 1 988 464 
Sales to subsequent pool account 48 646 62 179 


DSB) (SS 2 422 660 
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Advisory 


Committee SS 


Senior 


Vee) near 


TOP ROW: 

William Nicholson-District 2, John Clair-District 5, 
Dan Cutforth-District 9, Terry Hanson-District 3, 
Micheal Halyk-District 4, Robert Ponto-District 10, 
Derek Dewar-District 7 


BOTTOM ROW: 
Arthur Macklin(Chair)-District 11, Wilfred Harder(Vice-Chair)-District 1 


MISSING: 
Lorne Pattison-District 8, William Rosher-District 6 


TOP ROW: 
Larry Nentwig-General Director, Finance, Brian White-Head, Market Analysis Group, 
Keith McMahon-Corporate Controller, Ward Weisensel-Assistant General Director, 
Transportation, Bill Spafford-General Director, Sales & Marketing Development 


MIDDLE ROW: 

Margaret Redmond-General Counsel and Corporate Secretary, Robert Roehle- 
Head, Corporate Communications, Jim McDonald-General Director, Country 
Services, Bob Harris-General Director, Transportation, Tami Reynolds-Head, 
Corporate Policy Group, Greg Hauser-Business Manager, Information Technology 
(contractor) 


FRONT ROW: 


Adrian Measner-Executive Director, Marketing, Pat Wallace-Executive Director, 
Human Resources, Donald Vernon-Executive Director, Finance, and Treasurer 
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OFFICES OF THE CANADIAN WHEAT BOARD 


HEAD OFFICE 
WINNIPEG, MANITOBA 


423 Main Street 
P.O. Box 816, Stn. Main 
Winnipeg, Manitoba 
Canada R3C 2P5 
Phone (204) 983-0239 
Fax (204) 983-3841 
Telex 07-57801 


TOKYO, JAPAN 


3rd Floor, Toranomon No.11 Mori Building 


6 - 4, Toranomon 2-chome 
Minato-ku 
Toyko 105-0001, Japan 
Phone 011-81-33-519-2288 
Fax 011-81-33-519-2287 


REGINA, SASKATCHEWAN 


424 McDonald Street 
Regina, Saskatchewan 
Canada S4N 6E1 
Phone (306) 751-2690 
Fax (306) 751-2691 


BEIJING, CHINA 


Suite 708, Tower B 
Beijing COFCO Plaza 
8 Jianguomen Nei Street 
Beijing, China 100005 
Phone 011-86-10-6526-3906, 6526-3908 
Fax 011-86-10-6526-3907 


M4 OWB 


VANCOUVER, BRITISH COLUMBIA 


650-355 Burrard Street 
Vancouver, B.C. 
Canada V6C 2G8 
Phone (604) 666-2992 
Fax (604) 666-0293 
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1998-99 Goal 
Export 14.5 million tonnes of 
wheat, durum and barley. 


Develop systems to enable 
farmers and the grain 
industry to conduct business 
and exchange information 
via the Internet. 


Advocate changes to 
compensate farmers directly 
based on protein and mois- 
ture content in farmers’ 
grain deliveries. 


Result 


The target of 14.5 million tonnes was surpassed, the final total 
exports being 15.3 million tonnes. Effective grain transportation 
and handling resulted in record despatch earnings of $6.6 million 
dollars for farmers. 


This project was deferred because of a lack of information tech- 
nology resources in grain industry organizations due to Year 2000 
priorities. 


A program offering premiums to farmers for each |/10™ of a per 
cent increase in protein for delivery of high-grade wheat and durum 
was introduced on August |, 1999. Discussions continue between 
the CWB and grain companies to determine the merits of a 
similar program based on moisture content. 


Develop programs and 
computer systems so new 
producer pricing options can 
be offered. 


Meetings were held with farmers in June 1999 to explore details 
on how new pricing option programs might work. CWB staff are 
currently determining how these options can be implemented. 


Prepare CWB computer 
systems for the year 2000. 


In June 1999 repairs and replacements of all major components of 
our computer systems were completed. Systems supporting critical 
business process have also been undergoing testing since Septem- 
ber 1998 and this is expected to be done by October 1999. As a 
further precaution, ongoing monitoring and testing will continue. 


Increase market share in 
top quality pasta and noodle 
markets by developing 
market demand for extra 
strong durum and hard 
white wheat varieties. 


Market testing for extra strong durum varieties was completed, 
resulting in a sale to Italy. Contract programs with farmers for 
delivery of these varieties were introduced for the 1999-2000 crop 
year. Market testing for AC-Vista, a hard white wheat, continues. 
Small samples have been sent to customers for testing and a 
contract program has been introduced for 1999-2000. Other new 
varieties are being developed and will be market tested. 


Implement a new rail car 
allocation system to provide 
more flexibility to grain 
companies while retaining 
the benefits of CWB 
involvement. 
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The CWB worked with grain companies to establish a new zone 
allocation system that was introduced in the fall of 1998. The 
transportation review by Justice Willard Estey and the ensuing 
Kroeger process for implementing Estey recommendations 
threaten to reduce CWB/farmer involvement in rail car allocation 
and transportation. 


1998-99 Goal 

Work with business groups 
and farmers to establish 
value-added processing and 
possible joint ventures in 
Western Canada. 


Result 
The CWB is meeting with Prairie Pasta Producers to establish a 
policy for New Generation Cooperatives that encourages value- 
added processing on the Prairies without forgoing returns to 
farmers. The CWB hosted a value-added conference in Winnipeg 


focusing on biotechnology issues. 


Improve communications 
with farmers. 


New initiatives included the following: 


The Board of Directors held meetings in Red Deer and Regina 
so local farmers could meet their new Directors. 


More information was provided on the Web site. 


Focus group meetings were held with farmers to see what type 
of information they wanted to receive in CWB publications. 


Farm groups were invited to tour the Winnipeg grain industry. 


A durum conference was held for farmers in December 1998. 


Advocate farmers’ interests 
in the next round of negotia- 
tions of the World Trade 
Organization. 


Vision 


The CWB worked with trade officials in Canada and the U.S. to 
ensure farmer/CWB positions were known. This included partici- 
pating in the preliminary WTO conference in Ottawa and inviting 
U.S. officials to Winnipeg to show that CWB operations are 
consistent with the objectives of a more liberal trade environment. 
The CWB position is posted on the Web at http://www.cwb.ca. 


To create value for Prairie farmers by being an innovative world leader in marketing grain. 


Goals 

¢ To attract, develop and 
retain markets by delivering 
quality products and service 
to customers worldwide. 


* To provide and demonstrate 
to Prairie farmers the 
competitive advantage of 
single-desk selling of wheat 
and barley. 


* To demonstrate the CWB is 
controlled by Prairie farmers. 


¢ To demonstrate 
accountability to Prairie 
farmers by seeking out, 
listening to and responding 
to their concerns. 


To be transparent by 
providing Prairie farmers 
with information including 
market related information, 
that does not jeopardize the 
competitive and commercial 
position of the CWB. 


To provide equitable oppor- 
tunity for Prairie farmers to 
access world grain markets. 


To distribute returns to 
Prairie farmers in a manner 
consistent with the relative 
value of their products 
through mechanisms that 
strive for fairness and equity. 


To operate in a manner that 
encourages value-added 
initiatives on the Prairies. 


To maintain a healthy and 
safe work environment and 
provide employees oppor- 
tunities for personal growth 
and professional excellence 
in an equitable manner that 
respects diversity. 


To actively represent Prairie 
farmers’ interests on 
relevant issues to govern- 
ments and industry. 


To provide industry leader- 
ship to achieve the most 
efficient handling and 
transportation system. 
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This was the year that farmers officially took the helm at the Canadian Wheat Board 
(CWB). As one of the 10 elected farmers on the new |5-member Board of Directors, 
| am proof of that. 


Our top priority since taking office on December 31, 1998, has been to make the 
CWB more open and accountable. We have taken great efforts to provide as much 
information as possible without compromising our commercial position. For the first 
time ever, this year’s annual report provides extensive disclosure of the results of our 
financial operations and substantially more information than is provided by other 
companies in the Canadian and world grain industry. We have participated in more 
than 80 meetings in the first seven months of our mandate, including Board meetings 
in Red Deer and Regina. We’ve also invited the Auditor General of Canada to examine 
CWB accounts. 


Where do we go from here? Over the coming months and years, we will continue to 
listen and take action. For instance, farmers have told us they are interested in using 
some of the new pricing options that the CWB legislation allows. Those options 
include being able to lock in a price for their grain at seeding, cashing out of the pool 
account prior to the crop year end or borrowing against the expected full value of 

»\ the grain. We have asked staff to determine how these options could be imple- 

| mented. In addition, farmers have given us their views regarding the Board of 

| Directors election process and we intend to turn those comments into positive 


changes prior to the next election. 


This is just the beginning. We are making changes to the programs and ser- 
vices the CWB provides for farmers, but we must also look at changing the 
handling and transportation system where it improves the efficiency of grain 
marketing. Transportation is a key component in serving customers’ needs. 
Our Board has put forward positions that are contractual, commercial and 
beneficial to farmers and customers. 


We have achieved a great deal in 1998-99 and | would like to ac- 
knowledge the enormous contribution made by my 
fellow Board members and the CWB staff. | would also 
like to thank our customers and Prairie grain growers 
for their confidence and continued support through- 
out the year. 


Ken Ritter 
Chair, Board of Directors 
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The CWB’s new Board of Directors replaced 
the former Commissioner structure on 
December 31, 1998. The Board is responsible 
for the overall governance of the corporation 
and its strategic direction. This includes the 
setting of goals, monitoring performance and 
ensuring the company’s internal control and 
reporting procedures are adequate and effective. 


Composition 
of the Board 


The Board of Directors is made up of |5 
members, including |0 farmers who are 
elected to represent their respective districts. 
The Directors are elected for a four-year term, 
with elections in five districts every two years. 
The Governor-in-Council appoints the final five 
directors based on their business expertise. 


The Board retains the responsibility for manag- 
ing its own affairs including selecting the Chair. 
The President and CEO is appointed by the 
Governor-in-Council, on the advice of the 
Minister responsible for the Canadian Wheat 
Board. The Minister must consult with the 
Board prior to making an appointment. The 
Board is responsible for setting the remuneration 
of the President and CEO. 


Board Committees 


While overall responsibility for the CWB’s perfor- 
mance is accepted by the Board as a whole, 
standing committees made up of Directors have 
been established to assist the Board in specific 
areas. There are currently standing committees 
of the Board in audit, strategic issues, communi- 
cations and corporate governance. Due to the 
importance of transportation and trade issues, ad 
hoc committees were also developed to investi- 
gate these issues. Once the specific duties of the 
ad hoc committees are complete, they will be 
disbanded. Committees of the Board generally 
meet prior to each regularly scheduled meeting. 
The Chair of each standing committee will be 
chosen annually. 


Audit and Finance Committee 


Primary responsibility for the CWB’s financial 
reporting, accounting systems and internal 
controls is vested in senior management and 
overseen by the Board of Directors. The Audit 


and Finance Committee duties include ensuring 
the CWB’s accounting and financial reporting 
systems provide accurate and timely informa- 
tion, facilitating the annual audit, and ensuring 
financial plans, proposals and risk policies are 
consistent with the CWB’s objectives. 


Strategic Issues and 
Risk Management Committee 


The role of the Strategic Issues and Risk Manage- 


"ment Committee is to assist the Board by recom- 


mending priorities, time frames and processes for 
identified and defined areas of strategy, policy and 
corporate risk. 


Communications Committee 


The purpose of the Communications Committee 
is to assist the Board of Directors in developing 
strategies and policies regarding communications 
with farmers, industry, government, customers, 
employees and the general public. 


Corporate Governance and 
Management Resources Committee 


The purpose of the Corporate Governance and 
Management Resources Committee is to pro- 
vide a focus on governance to enhance the 
CWB’s effectiveness, to assist the Directors in 
fulfilling obligations relating to human resources 
and compensation, and to establish a senior 
management continuity and development plan. 
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| consider it a privilege to have been asked to be the first President and Chief 
Executive Officer of what has been characterized as the “new” CWB. Based on 
the work through 1999, | am pleased with the progress that we have made in 
preparing the CWB for the future. 


Every year brings with it new challenges and opportunities. The 1998-99 crop 
year was no exception. On the marketing front, farmers harvested one of the 
highest quality yet smallest crops of wheat in recent memory. Faced with smaller 
volumes, the CWB’s marketing strategy from the beginning of the year was to 
pace export sales throughout the year and target the markets that provided the 
best return for farmers. This sales strategy was in sharp contrast to the previous 
year when every effort was made to move as much grain as possible in the autumn. 


A fact that is often overlooked in this era of globalization is the value of Canada’s 
domestic market to farmers. The Canadian milling industry, operating at near 
capacity, was the CWB’s largest single customer for wheat. Similarly, the domestic 
malt industry was the largest volume market for Prairie farmers’ malting barley 
while the majority of the feed barley produced was consumed by livestock in 
Western Canada. 


In order to meet the needs of our customers and farmers, we will continue to 
actively represent their interests on all fronts that affect our job of marketing. 
The World Trade Organization negotiations are to begin in Seattle in November, 
1999. It is anticipated that the issue of genetically modified crops will be a 
major topic and a clear direction must be established, taking into account 
responsible advances in technology as well as consumer concerns and 
interests. Tariff and subsidy imbalances will undoubtedly be on the table. 
The CWB is committed to open access, fair trade practices and a level 
playing field for Canadian producers. At present Prairie farmers are 
forced to compete with subsidies that distort market signals and 
depress market values. As well, a cooperative effort involving 
government and industry is underway to identify and 
develop new technologies that will enhance quality 

control systems to satisfy our customers’ rising 
expectations. 


As we confront each of these challenges the new 
Board of Directors will provide leadership and 
direction to the CWB. | have every confidence that 
the CWB will meet the needs of farmers by remaining 
a leader in marketing wheat and barley around the 
world. 


Greg S. Arason 
President and Chief Executive Officer 
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The senior management team, with the Board their business needs. Many staff at the CWB are 

of Directors, is responsible and accountable for either from a farm or continue to be connected 
developing the goals and objectives of our to a farming business. They are all very much 

aware of their responsibilities to farmers in 

doing the very best job. < cwB 


With the change in corporate governance 
under the new Canadian Wheat Board Act, we 
have aligned responsibilities within the CWB 
under a new corporate structure. The Gon iter 
Executive Committee is comprised of the 
President and Chief Executive Officer and 
the Executive Vice-Presidents of Marketing, 
Corporate Affairs, Finance, and Human 
Resources. The Executive Committee is 
responsible for the performance and manage- 
ment of the organization. 


Within this corporate structure, departments 

are headed by vice-presidents who are 

responsible for leadership in developing and Wei 
executing the programs land services to cus- Vice PROMHENES 
tomers and farmers: Key to this success is the Sid ta 
quality of the staff and their motivation and faataennes 


business strategy. The business of marketing rei 6 ag ee A Bab Haris 


focuses not only on meeting the needs of our conradeay WEEE = nae Of Bile ee 
re deliver and how we deliverithem. fim I 
customers and farmer stakeholders today, but < mi k 
also on putting in place policies and programs : r ~~ 
that will serve us well into the next century. 3 a | ah 
Of prime importance to our customers is 7 
providing a product that meets the needs of 
their changing marketplace. Equally impor- 
tant are the business relationships devel- 
oped in providing them quality products 
and services. While technology has truly 
put us into the information age, custom- 


ers largely prefer to do business face-to- 
face. This is still the most effective way to 
understand each other’s business needs 
and maintain long-term relationships. 


We also place great importance on linking 
farmers with their customers and their 
marketing organization. Every effort goes 
into listening to farmers and providing 
them with an opportunity for input into 
developing programs and services that meet 
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The CWB announced a two-year incentive program to encourage elevator compa- 
nies to pay farmers for their selected barley when they deliver it to the local 
elevator, rather than when the grain arrives at port or processor. Almost 
seventy per cent of malting barley was purchased “on the driveway” by 
August |, 1999. 


In response to the early harvest, the CWB worked with Agriculture 
and Agri-Food Canada to implement the cash advance program two 
weeks earlier than originally scheduled. 


The CWB offered a delivery program for fusarium-affected grain. The 
delivery program allowed farmers to deliver certain classes and grades of 
wheat and barley with fusarium damage above the tolerance levels estab- 
lished by the Canadian Grain Commission, while maintaining export standards 
and protecting customer requirements. 
ptember 1998 


i ia j = ‘ 
A Durum harvest 


on the Borotsik 


The CWB proposed |0 industry solutions to Willard Estey for improved grain movement. 


The Canadian Transportation Agency ruled that Canadian Pacific Railway failed to meet its service 
obligation regarding the delivery of grain to major corridors and that there was “undue discrimination” 
against CWB grain moving to Vancouver. This positive ruling was the necessary first step in recovering 
the damages farmers suffered during the winter of 1996-97. Later in the year, CP Rail and the CWB 
settled for about $15 million. The settlement will be paid to the CWB in 1999 and 2000 and will be 
distributed to farmers through the pool accounts. 


The Governor of South Dakota announced that truck shipments of Canadian grain and livestock 
would be inspected at border crossings. However, the CWB did not experience any business 
disruptions because American customers are not served by trucks travelling through South Dakota. 
The majority of Canadian wheat and barley sales to the U.S. is moved by rail directly to end-users. 


The grain industry moved to a new system of rail car 
allocation for wheat and barley. The CWB now allocates rail 
cars to grain companies by zones, instead of train runs. 
SA ae Grain companies then determine on which train runs and 
\lberta, Agricore at which delivery points the CWB cars will be placed 
a and loaded. Zone allocation provides companies with 
increased flexibility to manage their resources, en- 
sures the CWB’s ability to originate the grain, grade 
and protein to meet customer requirements and 
provides the opportunity for increased system 
efficiencies. 
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November 1998 
CWB staff and management were given access to personal data, training, and career planning 


information through their personal computers. Using this technology also allowed Human Resources 
to improve the salary administration and recruiting process. 


The annual CWB Moving Up Market Conference was held in Winnipeg to explore the vast 
universe of biotechnology and cereal grains. The conference delved into such topics as growing and 
marketing genetically enhanced crops and consumer reaction to genetically modified foods. This is 
part of the CWB’s strategy to meet customers’ concerns about genetically enhanced products while 
developing systems and agreements to serve all parties. 


The first-ever election of a CWB Board of Directors took place. KPMG was selected by a panel of 
three University representatives to coordinate the election. 


More than 20,000 farmers responded to the CWB’s 1998-99 variety survey. The survey, mailed 
to farmers in June, asked farmers which varieties they seeded in 1998 and what 
percentage of total acres was seeded to the varieties in each class of grain. AC 
Barrie was the most popular Canada Western Red Spring variety. Two-row 
malting barley varieties accounted for 70 per cent of the total malting 
barley area. The survey results were posted on the CWB’s Web site at 
http://www.cwb.ca. 


Recipients of 1998-99 CWB scholarships and fellowships were 
recognized at annual scholarship luncheons in each of the three Prairie 
provinces. The CWB awards program funds a maximum of 47 students 
per academic year with awards totalling $350,000. 


Weyburn Inland Terminal (WIT) won the CWB’s Quality First Program 
for the second consecutive year. WIT was Western Canada’s top performing 
supplier among all elevators for sales to the U.S., loading rail cars to specification 
with 99 per cent accuracy in 1997-98. With the introduction of the Quality First 
Program, shipping accuracy has improved from 55 per cent in 1995-96 to eee 
97 per cent in 1998-99. caine 


A. Robin Hood 


December 1998 sf iranaeue 
The CWB’s 15 new directors officially took office. Ten directors were elected by farmers, while wheat 
the remaining five were appointed by the federal government based on their business expertise. 


A one-day durum wheat conference was organized by the Canadian Wheat Board in Swift Cur- 
rent, Saskatchewan. 


January, 1999 

The CWB Board of Directors called on the federal government to immediately legislate a settle- 
ment to the labour-management dispute underway at the export terminals in Vancouver and along 
the St. Lawrence. The Directors expressed their concern that the disruption in grain exports due to 
a labour dispute between the Canadian Grain Commission and the Public Service Alliance of Canada 
was creating economic hardship across the Prairies. The labour disruption finally ended in March. 
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Market development efforts were expanded to include the three new wheat 
varieties AC Crystal, AC Vista and AC Morse. In 1999-2000 variety-specific 
delivery programs will be offered to farmers to ensure sufficient supplies are 
available to conduct extensive testing in domestic and export markets. 


Concerned that the long-term objectives of Canada’s quality control 
system are slowly being eroded, the CWB called on the federal govern- 
ment to increase funding to the Canadian Grain Commission. 


ar 
| ey | 


i 
The Directors went on the road participating in 61 “Let’s talk trans- 
portation” meetings across the Prairies. The Estey report on grain 


handling and transportation was discussed. 


Gordon Miles was appointed Executive Vice-President of Corporate Affairs. 


Devel pment GrainWorld ’99, the annual agriculture conference in Winnipeg sponsored and 
os organized by the CWB, explored “Changes in Agriculture.” 


’ a The CWB was the major sponsor of the “Profiting from Agricultural Change” conference in 
a , Saskatoon. More than 200 people attended the conference organized by the Agriculture Institute of 
rde Management in Saskatchewan (AIMS). 


An action plan was released by the CWB to strengthen the grain supply chain and provide 
solutions to the transportation debate gripping Western Canada. The plan to create a marketplace in 
which many of the Estey recommendations could be implemented was discussed with Transport 
Minister David Collenette and Ralph Goodale, Minister Responsible for the CWB. 


Greg Arason, President and CEO, met with members of the House of Commons Standing 
Committee on Agriculture and Agri-Food to express CWB concerns regarding foreign grain subsidies. 


At the Board of Directors meeting in Red Deer, Alberta, it was announced that the Auditor 
General of Canada will be invited to audit the CWB early in the year 
2000. The audit was announced in response to farmer requests 
that the CWB be as open and accountable as possible. 


The CWB, along with leaders of the major Prairie farm 
organizations, called on federal Transport Minister David 
CEO of the Collenette to initiate a grain freight rate costing review. 


WB seal a 


MeV 7 lina of 
HlerMOranauin OF 


The CWB and China National Cereals, Oils and 
Foodstuffs Import and Export Corporation (COFCO) 
signed a Memorandum of Agreement for Canadian milling 
wheat sales to China estimated at more than CDN$100 
million. The agreement calls for milling wheat sales to be 
negotiated under normal commercial practices and at market 
value. 
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May 1999 
The CWB Web site at http://www.cwb.ca was expanded to include real-time weather information 


for 115 locations across Western Canada. By the end of the crop year, |76,194 people visited the Web 
site and |,184 of those people sent in questions, usually getting responses within 24 hours. 


A preliminary ruling by the U.S. Commerce Department upheld that the CWB does not subsi- 
dize Canadian producers of live cattle. The ruling stated there was no evidence to suggest there was a 


significant price differential between Canadian and U.S. markets. The final ruling is expected in 
the fall of 1999. 


June 1999 
Ken Ritter of Kindersley, Saskatchewan was elected Chair of the Board of 
Directors for a one-year term. 


The first ‘Windows to World Markets” crop demonstration took place 
at Oyen, Alberta. The 10 demonstration plots across the Prairies attracted 
more than 900 farmers. 


The CWB participated as an exhibitor in the Regina Farm Progress Show. 
The CWB also participated in trade shows in Red Deer, Saskatoon and Bran- 
don during the 1998-99 crop year. 


Good loading performance during the crop year earned farmers $6.6 million. This 
marked the second consecutive year the CWB earned despatch for loading vessels ahead of schedule. Lice 


An analysis commissioned by the CWB entitled “An estimate of the contribution earned by the ie ae at th 
federal railways in 1997 and 1998 from handling of statutory grain and grain products” was released. ee 
The report showed the railways earned contributions of 45 per cent above long-run variable costs in Ne ae Pe 
1997 and 44 per cent above long term variable costs in 1998. This was more than double the Vancouver, 
contribution rate of 20 per cent above long-run variable costs prescribed under the current legisla- ee 
tion. The authors, John Edsforth, President of Travacon Research Ltd. and Ed Weinberg, President 

of PRR Transportation Consulting Inc., presented their findings to the working group of Arthur 

Kroeger’s Estey implementation process. 


July 1999 

The CWB announced that farmers involved in New Generation Cooperatives can receive full 
payment for their grain upon delivery. The CWB also agreed to meet to discuss other potential 
options to increase value-added processing on the Prairies while benefiting farmers who grow wheat 
and barley. 


The first vessel of the shipping season arrived in Churchill, taking about 2! 000 tonnes of wheat 
to Mexico. The shipping season traditionally runs from August until October. In total, the CWB 
expects to export 350 000 tonnes of grain through the northern port. 


The 1-800 call centre handled 144,278 inbound and outbound telephone calls during the past |2 months. 
During the same period, |,252 people toured the CWB and staff spoke at 108 external functions. 


Canadian National Railways assumed ownership of Illinois Central giving them a continuous rail 
link from the Prairies to New Orleans. The merger provided more competitive rates allowing the 
CWB sales department used to capture niche markets in the Caribbean. 
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Reduced Canadian export volumes, a high grade, 


high protein spring wheat crop and continued 
weak world grain prices characterized the 
1998-99 crop year. 


World wheat prices were pressured in 1998-99 
due to the largest world wheat supplies on 
record. Major exporter ending stocks increased 


by 35 per cent to burdensome levels. 


In addition, flat world wheat 


import demand continued in 

1998-99 due to lingering 
economic problems in 
several major importing 
regions, particularly 
Southeast Asia. 


Farmers in Western 
Canada responded to the 
depressed world prices by 
shifting more land out of wheat 

and barley production in 1998. 
Compared to 1997, spring wheat acreage was 


iets down |7 per cent and barley acres declined 10 
Vestern Red per cent. Durum acreage increased 32 per cent 
fis due to relatively better returns than other 


crops. As a result of smaller Prairie spring wheat 


and barley crops, CWB export volumes were 
down from the previous year. The CWB ex- 
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ported 15.2 million tonnes of grain in the 1998- 
99 crop year, surpassing the marketing target of 
14.5 million tonnes. This was down from 21.8 
million tonnes of CWB wheat and barley exports 
in the 1997-98 crop year. 


While western Canadian farmers responded to 
market signals and decreased their wheat 
acreage in 1998, producers in other parts of the 
world did not. For example, producers in the 
European Union (EU) maintained acreage at a 
level similar to 1997 due to massive EU internal 
support and export subsidies that insulated 
them from world price signals. 


The CWB export program was evenly distrib- 
uted throughout the 1998-99 crop year. Pro- 
ducer delivery opportunities were matched 
to customer demand for a high grade, high 

protein crop and to maximize pool returns. A 
record $6.6 million in despatch was earned in 
the 1998-99 pool accounts, as many vessels 


Wheat production by class 


CWAD 26% 


CWES 4% 
CWSWS 1% 


were loaded ahead of schedule due to the 
efficient management of grain shipments. 
The previous record was $4.6 million set in 
1984-85. 


A Strong 
Domestic Industry 


The Canadian domestic industry continues to 
grow in importance as a user of Prairie-grown 
wheat, durum and barley. For the third con- 
secutive year the domestic milling industry was 
the top volume customer for wheat, taking 
more than 2.2 million tonnes. Domestic durum 
mills purchased 272 000 tonnes, making them 
the fifth largest customer for Canadian durum. 
The domestic malting industry kept its spot as 
the largest customer by purchasing 990 000 


Barley production by class 


fwo-Row 71% 


tonnes of designated barley (barley used for 
malting and human consumption). The strong 
domestic feed market resulted in 


most feed barley being used in 
Canada. 


Japan, United States, 
Indonesia and Mexico 
were the largest-volume 
export markets for non- 
durum wheat. Strong 
sales to Algeria, United 
States, Morocco and Italy 
contributed to a durum pool 
of 4.9 million tonnes. Japan was 
the highest volume importer of feed A Westign Kali 
at Alix, Alberta 
is a major user 
of Prairie-grown 
designated 
barley. 


barley and the United States was the largest 
importer of malting barley. 


5-Year sales history (in millions) 


1998-99 19.6 

1997-98 21.7 — Sales in tonnes 
1996-97 28.5 ‘Sales in dollars 
1995-96 22.1 

1994-95 22.0 
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1998-99 
Pool Accounts 


The combined total sales revenue from the four 
pool accounts — wheat, durum, barley and 
designated barley — exceeded $4 billion on 19.6 
million tonnes, maintaining the CWB’s position 
as Canada’s fifth largest exporter, by sales 


revenue. 


Operating costs are divided 
into four components for 
easier understanding: 


Direct Costs 
Direct costs include 
country carrying 
charges, terminal 
storage, demurrage net 
of despatch earnings, 
drying charges, depreciation 
and interest on the CWB 
hopper cars, and additional freight 
related to adverse movement to terminals, 
movement eastward of Thunder Bay into export 
position, and freight rate changes. Direct costs 
totalled $149 million or 3.7 per cent of sales 
revenue in 1998-99, compared to $171 million 
or 3.6 per cent of sales revenue in the previous year. 


The disclosure of revenue and direct costs for 
each pool account now reflects the pooling 
points of Vancouver, Churchill and the St. 
Lawrence. Prior to this year, the eastern pooling 
point had been reported as Thunder Bay. The 
net impact of this change is an increase in 
revenue to reflect the St. Lawrence value, and 
separate disclosure of the net costs of moving 
grain beyond Thunder Bay into eastern export 
position as a direct cost. This change was made 
to present financial results on the same basis as 
the pooling points that are used for determining 
initial payment rates, and to ensure comparable 
values are used to measure sales revenue on the 
east and west coasts. Prior year comparative 
figures have been restated on this basis. This 
change does not impact the total earnings 
distributed to producers. 


= 


Administrative and 

General Expenses 

Administrative and general expenses represents 
the allocation to the pool accounts of the cost of 
running the CWB. The total administrative and 
general expenses of $56.6 million were up nine 
per cent compared to 1997-98, as outlined in 
the section entitled Running the CWB. The 

rate per tonne of $2.81 charged to the pool 


Earnings Distributed to Farmers 


(by percent) 


Adjustment payments 10% 


Interim payment 
0 


Final payment 
0 
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1997-98 


Adjustment payments 10% 


Interim payment 3% 


Final payment 6% 


on & analysis 


accounts is up by I5 per cent compared to last 
year. This is partially due to the fact that these 
costs are being applied to a smaller volume of 
grain. The volume delivered to the pool accounts 
was down nine per cent from the previous year. 


2 ® 


Grain Industry Organizati 


The cost of grain industry organizations repre- 
sents the CWB’s 40 per cent share of the 
Canadian International Grains Institute (CIGI) 
operating costs and the 33 per cent share of the 
Car Allocation Policy Group (CAPG) operating 
costs. Total cost incurred during the current 
crop year is up five per cent over the prior year 
due to an increase in the operating costs for the 
Canadian International Grains Institute. 


CIGI is a non-profit organization providing 
technical service and educational programs 
supporting market development for grain, 
oilseeds and pulse crops. CAPG sets policy for 
high level rail car allocation and all costs are 
shared equally by the CWB, the Western Grain 
Elevator Association and the railways. 


Net Interest Earnings 


Net interest earnings for all of the pool accounts 
amounted to $72.5 million in 1998-99, down 
slightly from $75.9 million the previous year. 
These arise mainly from financing credit receivables. 


Net Interest Earnings 
(millions of dollars) 


1998-99 ns 
1997-98 15.9 
1996-97 82.5 
1995-96 80.9. 
1994.95 66.4 


When the CWB sells grain on 
credit, the CWB borrows 
money equal to the amount 


extended as credit to pay 
farmers, rather than have 
the farmer wait for 
payment from the credit 
customer. The CWB 
borrows the money at a 
lower rate of interest than 
the rate extended to the credit 
customer, and thereby the credit 
granting activities are a source of net 

interest earnings which go directly into the pool 


accounts to be paid as part of the final payments. at the Cant 


Interest is also earned on the cash balances that nt 
build up in the pool accounts during the year, 
and is charged to customers on sales. 


After deducting net operating costs of $133 
million, the CWB returned almost $3.9 billion, 
97 per cent of sales proceeds, back to western 
Canadian farmers from marketing their wheat 
and barley. Of the earnings distributed to 
producers in 1998-99, 91 per cent was re- 
turned prior to August |, 1999, in the form of 
initial and adjustment payments, and designated 
barley producer contract storage payments. 
This is similar to the 1997-98 pool accounts. 


Distribution of sales proceeds 


1998-99 


Operating Costs 3% 
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$ per tonne, except as noted 1998-99 
Pool size (tonnes) . 125 12 726 q 
Sales $ 205.7I 
Direct costs ye 5.18 
Administrative and general expenses 2.81 
Grain industry organizations 0.09 
Net interest earnings (4.15) 
_— - ers. 93 
Earnings distributed to producers d $ 201.78 


An early planting season and intermittent rain 
during the latter part of a hot July, produced 
high yields, a good grade pattern and extraordi- 
narily high protein. The warm, dry weather 
continued into September 


allowing producers to com- 
plete harvest two weeks 
earlier than normal. 
Despite the excellent 
growing conditions, 
production fell to a 
ten-year low of 16.4 
million tonnes because 
of reduced spring wheat 
plantings. Deliveries to 
the wheat pool account 
were 12.5 million tonnes in 
1998-99, down 18 per cent from 
the previous year. 


Demand for high grade, high protein wheat is 
generally spread out evenly over the crop year 
as customers prefer consistent, reliable supplies. 
In 1998-99, there was a very wide price spread 
between high grade, high protein milling wheat 
and low grade, low protein wheat. To aggres- 
sively sell the crop early in the marketing year 
and not target quality-conscious customers 
throughout the year would have resulted in 
lower pool returns. The high grade, high 
protein profile of the Canada Western Red 
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1997-98 Change Per cent 
“15201105 ~~ (2688379) ~S—t«éC( 18%» 

$ 204.59 $1.12 l 
5.98 (0.80) (13) 

2.45 0.36 15 

0.07 0.02 28 

(3.64) (0.51) (14) 
4.86 (0.93) (19) 
$199.73 Pita ae a 


Spring (CWRS) crop therefore required steady 
marketing throughout the year to maximize 
returns. Also, our market view was that global 
wheat prices would recover from the lows 
experienced in the early fall of 1998. World 
wheat prices did improve from October 
through March, before weakening again later in 
the crop year. 


Conversely, the CWB’s marketing approach 

during the 1997-98 crop year had been to 
maximize sales and shipments early in the crop | 
year in expectation of declining market prices. | 
Wheat and durum prices did decline dramatically 
over that crop year and market lows were 

reached in August/September of 1998. Stock 

levels for both milling wheat and durum were 

drawn down to minimal levels at the end of the 
1997-98 crop year. This limited the volumes 

that were available for shipment during August/ 
September 1998, so the export program for 

the 1998-99 crop year was highly dependent on 
new-crop supplies, which normally enter export 
channels in October. 


Direct costs to the wheat pool decreased this 
year by $0.80, over |3 per cent, on a 

per tonne basis compared to the prior year. 
Direct costs represented 2.5 per cent of sales 
revenue on a per tonne basis this year, compar- 
ing favourably to 2.9 per cent in 1997-98. 


Efficient loading of grain vessels led to net 
despatch earnings of over $5.4 million this year, 
$0.43 per tonne, far surpassing last year’s 
record of $3.7 million or $0.25 per tonne. 
Decreased adverse freight to terminal charges, 
resulting from sufficient supply of high protein 
wheat stocks in Alberta and western 
Saskatchewan to meet west coast export 
commitments, and reduced volume of grain 
shipped from east coast ports reduced addi- 
tional freight costs which had positive effects on 
the wheat pool account. Drying charges were 
negligible this year due to the high quality of the 
wheat crop. These amounts were partially offset 
by higher country carrying charges this year, 
primarily as a result of higher average inventory 
levels in the country during the year. 


Net interest earnings in the wheat pool account 
totalled $52 million for 1998-99, a decrease of 
six per cent compared to the previous year. 


Largest volume 
wheat customer countries 


(000 tonnes) 
1998-99 
CANADA 
JPN AL 
US 1163 
a 
INDONESIA 719. 
MEXICO 
1997-98 
CANADA 
eer 
IRAN Ho 
CHINA | 132 
Pan fee ie 
US. 1185 | 


This decrease is primarily 
attributable to lower average 
cash positions in the pool 
account during the year 
as a result of a smaller 
pool size and a higher 
percentage of cash paid 
out in the form of initial 
and adjustment pay- 
ments. Net interest 
earnings on a per tonne 
basis are up this year - 
primarily because they are 
applied to 18 per cent fewer tonnes. 


In the 1998-99 wheat pool account, 98 per cent 
of sales proceeds were returned to producers, 
consistent with the previous year. Of this 
amount, 92 per cent was distributed prior to 
August |, 1999 through initial and adjustment 
payments, comparing favourably to 90 per cent 
the previous year. 


1998-99 Wheat exports by corridor 
(000 tonnes) 
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$ per tonne, except as noted 1998-99 
Pool size (tonnes) : iv 4904 639 
Sales $ 220.65 
Direct costs 16.44 
Administrative and general expenses 2.81 
Grain industry organizations 0.09 
Net interest earnings 

ao ae 17.29 
Earnings distributed to producers = $ 203.36 


Farmers responded to high price premiums for 
durum over spring wheat by planting a record 
7.2 million acres of durum in 1998. 
Good yields were achieved in 
most of the durum growing 
areas in Western Canada 
and an all-time record 
crop of six million tonnes 


was produced, up from 

4.4 million tonnes in 

1997. The increased 

western Canadian pro- 

duction represented the 
equivalent of 30 per cent of 
global demand. The durum 
pool was more than 4.9 million 
rib G REE tonnes in 1998-99, representing an increase of 
25 per cent over the previous year. 


World durum wheat production increased by 25 
from Algeri per cent in 1998 while import demand was 

Sse bid down 18 per cent. World ending stocks more 
than doubled in 1998-99 and a significant in- 
crease in U.S. stocks contributed to lower 
prices. 
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1997-98 Change Per cent 
3937885 966.754). me 4 alta. . 

$ 297.53 $ (76.88) (26) 
aniccon pehi05) heel ame ae 

2.45 0.36 15 

0.07 0.02 28 

(2.81) 0.76 27 
iSi0- 9 PCs) ee ae 
$779.43 S607) ee ee 


Due to the large increase in the durum pool 
size, all sales opportunities were pursued 
aggressively throughout the 1998-99 crop year. 
Our dominant market share in the world market 
increased to 66 per cent of bulk durum trade, 
despite a 20 per cent increase in global export 
supplies. Algeria was again the largest Canadian 
export customer, taking |.5 million tonnes. The 
United States increased its imports of Canadian 
durum from 428 000 to 658 000 tonnes. 
Despite a record crop, the CWB was able to 
accept all but 300 000 tonnes of durum offered 
for delivery by farmers. 


Direct costs to the durum pool account totalled 
$16.44 per tonne, down from $18.39 the 
previous year. Direct costs represented 7.4 per 
cent of sales revenue on a per tonne basis this 
year, up from 6.2 per cent in 1997-98 as a result 
of significantly lower sales values. Efficient 
loading of grain vessels contributed to net 
despatch earnings of $1.2 million this year, 
representing the second highest level in the 
history of this pool account. The net costs of 


S analysis 


moving grain into eastern export position is 
$11.34 on a per tonne basis, down from $13.53 
the prior year, as a result of a lower percentage 
of sales shipped from the east coast. 


Net interest earnings in the durum pool account 
totalled $10 million for 1998-99, a decrease of 
nine per cent compared to the previous year. 
This decrease is primarily attributable to lower 
average cash positions in the pool account 
during the year as a result of lower durum values 
and a higher percentage of cash paid out in the 
form of initial and adjustment payments. Net 
interest earnings on a per tonne basis are down 
27 per cent this year - primarily because the 
lower net earnings are applied to 25 per cent 
greater tonnes. 


Largest volume 
durum customer countries 
(000 tonnes) 


ALGERIA 
US. 658 

MOROCCO | 338) 

CANADA 295. 


ray | 273] 


1997-98 
ALGERIA (ee ee | 
US. 428 
ima | 374] 
MOROCCO 
CANADA 295, 


In the 1998-99 durum pool account, 92 per 
cent of sales proceeds were returned to pro- 
ducers, down slightly from 94 
per cent in the previous year. 
As a result of poor harvest 
quality of the U.S. durum 
crop, values increased 
significantly after the 

end of the current crop 
year. Although this 
benefited the 1998-99 
pool account values, it 
also ended up reducing 
the per cent of earnings 
distributed through initial and 
adjustment payments to 89, 
compared to 93 per cent the previous year. 


David Iwaasa 


(centre) did 


Japanese 


1998-99 Durum exports by corridor 
(000 tonnes) Rear 
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$ per tonne, except as noted 1998-99 1997-98 Change Percent 
Pool size (tonnes) a a77100~—S—t«C 9860 15 140 =e, 
Sales $ 138.39 $ 124.84 $1355 | | 
Direct costs oo eR aro coor (10.75) | (57) 
Administrative and general expenses 2.81 2.45 0.36 15 
Grain industry organizations 0.09 0.07 0.02 28 
Net interest earnings (22.34) (18.39) (3.95) (21) 
“re eae oe | O° zis (14.32) (458) 
Earnings distributed to producers - a $149.58 $ 121.71 7 7 $27.87 bes 33 


SX analysis 


Seeded barley acreage in Western Canada was 
10.7 million acres in 1998, consistent with the 
ten-year average of 10.6 million acres. 
With above average yields, 
production was |1.7 million 
tonnes, compared to 12.5 
million tonnes in 1997. 


Due to strong demand 

from the Canadian 

domestic feed market, 

less feed barley was 

available for export in 
1998-99. A tight domestic 
feed grain supply situation 
existed in 1998-99, as there was 
a limited amount of feed wheat 


A Strong demand available due to an excellent quality crop. 


from the 
Ca The CWB chose to sell more feed barley than it 
traditionally has into the domestic market 
because of relatively strong domestic prices. 
Japan was the largest export customer at | 18 000 


tonnes. Saudi Arabia, which had been one of 


domestic market 
reduced 
exportable feed 
barley supplies. 


Canada’s largest feed barley customers, was able 


to source cheaper feed barley from other 
origins, such as the European Union and the 
Former Soviet Union. Deliveries to the barley 
account totalled 277 000 tonnes, up from 
262 000 tonnes the previous year. 


Direct costs to the barley pool decreased by 
$10.75, or 57 per cent, on a per tonne basis 


» 
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compared to the previous year. Direct costs 
represented six per cent of sales revenue on a 
per tonne basis this year, comparing favourably 
to 15.2 per cent in 1997-98. Country carrying 
charges and terminal storage were $7.26 per 
tonne in 1998-99, compared to $15.73 per 
tonne the previous year, as deliveries later in the 
crop year were moved through the grain 
handling system very quickly. Also contributing 
to the decrease were lower additional freight to 
terminal costs resulting from a sharp drop in 
barley shipments through the port of Prince 
Rupert. 


Net interest earnings in the barley pool account 
totalled $6.2 million for 1998-99, a 28 per cent 
increase compared to the previous year. This 
increase is primarily attributable to higher 
average cash positions in the pool account 
during the year from higher sales values and 
lower inventory levels. On a per tonne basis, net 
interest earnings totalled $22.34 in 1998-99, 
compared to $18.39 the previous year. 


The 1998-99 barley pool account average 
return to producers was $149.58 per tonne, 
representing $11 more than average sales values 
achieved. This is because the majority of the net 
interest earnings in the barley pool account are 
earned from credit receivables and do not 
fluctuate with pool size or with the cash build- 
up in the pool accounts. During years when the 
number of tonnes in the pool account is small, 


the interest earned on a per tonne basis can be cent the previous year. Of this amount, 88 per 


substantial, and can exceed total direct costs and _ cent was distributed prior to August |, 1999 
administrative costs resulting in net operating through initial and adjustment payments, down 
earnings. This was the situation in 1998-99, with from 92 per cent in the previous year due in 
108 per cent of the barley sales proceeds part to the uncertainty of projecting net interest 
returned to producers, compared to 98 per earnings. 
Largest volume 1998-99 Feed barley exports by corridor 
| feed barley customer countries (000 tonnes) 
(000 tonnes) 


1998-99 


yaran [18] 
CANADA 68. 
US. 9 


1997-98 


| SAUDIARABIA 434 
, wa 
ww Ee 

US. 89 


$ per tonne, except as noted 1998-99 1997-98 Change Per cent 
| Poolsize(tonnes) == (<ssi(tsté‘<s~*éié~s ‘CNH = 2267 423345756) (1S) 
Sales $ 172.81 $ 195.55 $ (22.74) (12) 
Direct costs =] am . |... Wie hoz = (0.3 I) (30) 
Administrative and general expenses 2.81 2.45 0.36 15 
Grain industry organizations 0.09 0.07 0.02 28 
Net interest earnings (2.24) (2.01) (0.23) (11) 
2 eee (0.16) (10) 
"Earnings distributed to producers $17.44 = $ 194.02, $ (22.58) roy 
The 1998-99 crop year was characterized by the average export subsidy for bulk barley was 
continued aggressive EU export subsidies on about $94 per tonne. Exports of Canadian malt and 
malting barley and malt. The EU malt export malting barley in 1998-99 were down 21 per cent 


subsidy was about $125 per tonne in 1998-99 and _ from the previous year. Import demand from the 
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world’s largest buyer of malting barley, China, 
remained flat in 1998-99 due to a larger supply 
carryover and slowing economic 


growth. In response to aggres- 

sive competition from both 

Australia and the European 

Union, the CWB targeted 
customers prepared to 
pay a premium for 
Canadian varieties and 
quality. 


Receipts in the designated 
barley pool were 1.9 million 
tonnes, down from 2.3 million 
tonnes the previous year. Direct 

costs to the designated barley 
pool account totalled $0.71 per tonne, down from 
$1.02 incurred during the previous year. Direct 
costs represented 0.4 per cent of sales revenue on 
a per tonne basis this year, consistent with 0.5 per 
cent in 1997-98. The decrease in direct costs can 
be attributed primarily to a decrease in country 
carrying charges and terminal storage to $0.55 per 
tonne from $0.85 in 1997-98. In addition, the pool 


was the 


A China 
world’s largest 
buyer of malting 
barley in 
1998- (eye) 


1998-99 Designated barley exports by corridor 


(000 tonnes) 
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account earned net despatch earnings of $63,558, 
representing $0.03 per tonne, as a result of 
efficient loading of grain vessels. 


Net interest earnings in the designated barley pool 
account totalled $4.3 million for 1998-99, a 
decrease of six per cent compared to the previous 
year. The majority of the net interest earnings in 
the designated barley pool account are earned on 
cash balances in the pool account since there are 
minimal designated barley credit receivables. The 
decrease is primarily attributable to lower average 
cash positions in the pool account during the year 
as a result of lower designated barley values. Net 
interest earnings on a per tonne basis, however, are 
up || per cent this year - primarily because there 
are 14 per cent fewer tonnes in the pool account. 


In the 1998-99 designated barley pool account, 
over 99 per cent of sales proceeds were returned 
to producers, consistent with the previous year. 
Of this amount, 90 per cent was distributed prior 
to August |, 1999 through initial and adjustment 
payments and producer contract storage, down 
slightly from 92 per cent in the previous year. 


Largest volume designated barley 
customer countries 


(000 tonnes) 
1998-99 


CANADA . 


JAPAN 37 


25 
is 
#2 


E.. 
CHINA E ail 
mexico £77 
1997-98 
US. 8 
MEXICO 54 
JAPAN. 49 


The year 2000 presents a major challenge for 
computer systems around the world. The 
problem is that many of the world’s computers 
use two-digit date fields and may be unable to 
recognize the century change from 1999 to 
2000, resulting in systems failure or inaccurate 
results. 


The CWB is a leader among Canadian businesses 
in dealing with this issue, having begun work to 
correct the problem in 1995. For the CWB, the 
task is both large and complex. Many of the 
computer systems in use at the CWB were 
written for the company and could not be 
replaced with commercially available software. 
As a result, significant resources have been 
invested in modifying computer infrastructure 
over the past four years, by converting some 
systems and replacing others. 


As of July 31, 1999, the CWB had converted or 
replaced all of its critical systems, and had 
performed testing on them to ensure that they 
still operate in the original fashion. A subsequent 
phase of testing of systems that support critical 
business processes was completed in Novem- 
ber 1999. As a further precaution, ongoing 
monitoring and testing will continue beyond this 
time as required. Embedded systems such as 
office facilities and equipment have been ad- 
dressed with suppliers. 


The year 2000 challenge also extends beyond 
safeguarding the CWB’s computer systems. The 
CWB regularly receives information from grain 


elevator companies, railways, banks and grain 
customers via computer, and has implemented a 
process to assess the readiness of business 
partners and monitor their progress in dealing 
with the issue. The CWB, as a major 

player in the Canadian grain 
industry, is working to- 
wards coordinating efforts 
within the industry to 
ensure that shipments of 
western Canadian grain 
continue without 
disruption on January |, 
2000 and beyond. 


The CWB estimates that 
the total cost of the year 
2000 project will be $24 
million. These costs have been 
capitalized to minimize the impact on any A Terry Ki 
particular pool account. Total costs incurred to VETSAM 

July 31, 1999 are $21.2 million, including $9.2 Year 2000 
million incurred in the current year. preparation 


Despite the efforts taken by the CWB, and 
considering the uncertainty surrounding third 
party readiness, there cannot be absolute 
assurance that uncertainties caused by the year 
2000 issue will not materially and adversely 
affect the CWB’s ability to conduct normal 
business operations. In connection with this, the 
CWB developed contingency plans for the year 
2000 issue. These plans are being developed to 
mitigate the effect of any potential problems and 
to ensure the continuity of CWB operations. 
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For the year ended July 3! (000’s) 
Advisory Committee 


Board of Directors, including elections 
Computer systems and services 
Communications 

Facilities and office services 

Human resources 

Other 

Professional fees and outside services 
Taxes 
Travel 


Depreciation 


1999 1998 
$ 55 $ 224 
2,068 : 
7,874 8,632 
1,339 1,743 
4,710 4,907 
28,242 27,084 
624 450 
2,604 651 
952 1,063 
1,285 1,930 
49,753.  —-47,684 
6,836 4416 
$56,589 $ 52,100 


Total administrative and general expenses in- 
curred during the year ended July 31, 1999, are 
up nine per cent from the previous year. This is 
due to the increased costs of the new corporate 
governance structure and increased depreciation 
on the investment in information systems - 
including costs preparing CWB systems for the 
year 2000. 


On June II, 1998, Bill C-4, An Act to Amend the 
Canadian Wheat Board Act changed the CWB’s 
governance structure. Effective December 31, 
1998, a Board of Directors, comprising ten 
elected and five appointed members, replaced 
the previous framework of up to five Commis- 
sioners, and the farmer-elected Advisory Com- 
mittee. The costs associated with the Board of 
Directors include $1,242,423 for the elections 
held in the fall of 1998. Director remuneration 
totalling $432,444 and expenses related to the 
directors and to Board activities totalling 
$392,866 are outlined at the end of this section. 


Marketing wheat, durum and barley requires 
extensive technological support systems. 
The cost of computer systems and services 
covers maintenance and operations, including 
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the cost of computer contractors required to 
supplement the CWB’s information technology 
staff. These costs were down nine per cent from 
the previous year, primarily due to a reduction in 
the number of computer contractors required 
during the year as some major systems develop- 
ment initiatives began to wind down. 


As Western Canada’s single-desk marketing 
agency, the CWB must ensure that farmers, 
customers, staff, media, government and the public 
at large are informed about the CWB and related 
grain and agricultural issues. Communication 
costs include the cost of printing and issuing the 
Annual Report, Grain Matters, customer newsletters, 
permit books, delivery contracts, applications 
and other similar documents. This category also 
includes advertising fees, crop demonstration 
sites and producer tours. These costs were 
down 23 per cent because fewer newsletters 
were published, certain publications were made 
available on-line, and the production costs of the 
1997-98 annual report were scaled back. 


The cost of operating CWB facilities and related 
office services was also reduced by four per 
cent compared to the previous year, a saving of 
almost $200,000. The CWB operates branch 


offices in Vancouver and Regina, along with 
marketing offices in Beijing, China and Tokyo, 
Japan. 


Human resource costs represent the costs 
associated with building and maintaining a 
motivated, skilled, professional work force. 
They comprise 50 per cent of the total cost of 
running the CWB and include salaries and 
employee benefits, the cost of recruiting staff 
for new and replacement positions, as well as 
training and development. These costs increased 
by four per cent compared to the previous year, 
due to an average salary increase of 3.5 per cent 
on August |, 1998, and the cost of the severance 
packages for CWB Commissioners related to the 
termination of their appointments on December 31, 
1998 under Bill C-4. There was a six per cent 
decrease in overall staff during the year, with 
542 positions at July 31, 1999, compared to 
577 the year before. 


The aggregate executive officer compensation 
during the year ended July 31, 1999 totalled 
$2,511,393 as follows: 


For the year ended July 31 (000’s) oo 
Salaries (including severance) $ 2,141 

Benefits 370 
ten bal $2511 


Executive officer compensation amounts are 
included in human resource costs and reflect the 
transition in governance structure from Com- 
missioners to a President and Chief Executive 
Officer. The executive officers were comprised 
of three Commissioners and three Executive 
Directors for the period from August | to 
December 31, 1998, and a President and Chief 
Executive Officer and four Executive Vice- 
Presidents for the period from December 31, 
19983t0, July-3il;, 1999. 


Professional fees and outside services are 
comprised of the costs associated with the 
Corporation’s annual audit, along with legal and 
court fees, management consulting services, 
temporary staffing agencies and insurance. A 
number of factors contributed to an increase in 
costs of $953,000. Legal costs were incurred to 
deal with trade issues related to the Harmo- 
nized Tariff Schedule, End Use Certificates, and 
Countervailing Duties, and to prepare new legal 
documentation for the CWB’s borrowing 
programs as a result of the changes under Bill 
C-4, An Act to Amend the Canadian Wheat Board 
Act. During the year the CWB engaged manage- 
ment consulting services to review corporate 
risk management policies and practices. Finally, 
the CWB was required to obtain directors’ and 
officers’ liability insurance coverage as a result of 
the legislative changes to the corporate structure. 


Taxes include the Manitoba Health and Education 
Tax that is assessed on salaries for employees 
based in Manitoba, along with business and 
property tax assessments. These costs de- 
creased by |0 per cent compared to the 
previous year, primarily as a result of the City 

of Winnipeg’s decision to lower downtown 
property taxes in an effort to stimulate usage of 
surplus property. 


Travel costs are significant for a marketing 
agency with customers all over the globe. Travel 
costs were down 33 per cent this year as a 
result of a smaller, high quality crop and strong 
cost control efforts. The CWB takes advantage 
of reduced airfares and combines business trips 
whenever possible. 


Depreciation expense reflects the amortization 
of the CWB’s investment in capital assets - with 
the exception of the CWB hopper cars, which 
are charged directly to the pool accounts. 
Depreciation expense increased by $2.4 million 
this year compared to the previous year due 
to significant investment in new or enhanced 
computer systems that are critical to the 
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marketing of wheat, durum and barley. Major information for decision making, and to permit 
investments have been made during the current —_ faster closing of the pool accounts and earlier 


year to deal with the year 2000 issue and distribution of final payments. These investments 
changes in the corporate governance structure, are also expected to result in better integration 
to provide management and staff with better of operations and improved cost control. 


ch _ Remuneration — At tengance Saas 
Board and 

Committee Board Committee Industry 

Director Retainers Per Diems Total Meetings Meetings Meetings 
Arason, Greg N/A N/A N/A 9 N/A N/A | 
Chatenay, James $ 11,667 $ 16,000 $ 27,667 10 16 26 ; 
Clair, John 11,667 21,750 33,417 10 18 37 ) 
Halyk, Michael 12,834 28,750 41,584 10 14 26 4 
Hanson, Terry 11,667 27,000 38,667 10 12 24 
Harder, Wilfred 11,667 19,250 30,917 10 10 23 
Heggie, Betty-Ann ‘11,667 11,314 22,981 9 7 - § 
Hill, Larry 12,834 [9,025 31F 259 10 11 40 | 
Hilton, David 11,667 11,750 23,417 10 14 8 Fi 
Keith, Ross 11,667 15,500 21 NOT 10 lI 5 a 
Macklin, Art 11,667 17,150 28,817 10 17 15 | 
McCreary, lan 14,000 22,750 36,750 10 18 38 
Nicholson, William 11,667 21,600 33,267 See 18 Bi | 
Ritter, Ken (Chair) 15,000 19,250 34,250 10 15 4| 
Stanford, James 12,834 8,750 21,584 6 6 - 4 
Total $ 172,505 $299,939 $ 432,444 | 
| 
For the performance of their duties, Directors has a salary cap of $90,000 and all other mem- : 
are paid a basic annual retainer as well as per bers have a cap of $50,000. These caps can only : 

diem allowances. The Chair of the Board be exceeded with special Board approval. 


receives an annual retainer of $60,000. All other 
members receive $20,000, with committee 
chairs receiving a further $2,000. A per diem of 
$500 per full meeting day is also paid to each 
member. Directors are reimbursed for all 


Board of Directors’ expenses totalled 
$392,866 during the 1998-99 crop year. Of 
this, travel, accommodation and meals totalled 
$220,896; costs incurred for the purpose of 
communicating directly with farmers in the 
Directors’ respective districts totalled 
$24,600; and, in addition, costs totalling 
$147,370 were incurred for general expenses 
incurred by the Board or committees, not 
related to specific members. 


reasonable out-of-pocket expenses including 
travel, accommodation and meals while per- 
forming their duties on behalf of the corpora- 
tion. Elected Directors are also entitled to a 
maximum of $5,000 per crop year to assist 
them in communicating with farmers. The Chair 
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The CWB works with the federal government 
to develop credit programs that facilitate the 
sale of western Canadian grain. The federal 
government provides guarantees, credit limits 
and support program structures that will best 
meet this need. The CWB, acting within the 
guidelines established by the Department of 
Finance and other government departments, 
works closely with individual customers and 
commercial banks to customize credit arrange- 
ments best suited to customer needs. These 
arrangements are an important factor in many 
foreign markets. During 1998-99, credit sales 
comprised five per cent of total sales, compared 
to nine per cent in the previous year. The CWB 
uses the following programs to offer credit 
carrying commercial terms: 


Credit Grain Sales g 

The Credit Grain Sales Program allows the 
CWB to sell grain on credit to customers who 
can provide a sovereign guarantee of repayment 
from their central bank or ministry of finance. 
The Government of Canada, in consultation with 
the CWB, establishes country eligibility and 
individual country credit ceilings for this pro- 
gram on an annual basis. Repayment terms 
cannot exceed 36 months from time of ship- 
ment, and commercial rates of interest are 
charged. 


During the year ended July 31, 1999, sales made 
under this program totalled $95 million (1998 - 

$422 million). Since the Government of Canada 

guarantees repayment of the principal and 


CWB Credit Sales History 


(millions of tonnes) 


1998-99 rm) 19.6 


1997-98 20a 
1996-97 09 85 
1995-96 1 I 
1994.95 15 20 


ae 


Credit Sales 


Total Sales 


Es 


interest of all credit receivables under this 
program, the CWB makes no allowance for 
credit losses. 


The Agri-food Credit een allows the > CWB to 
sell grain, either directly or through accredited 
exporters, on credit to private importers where 
the importer cannot provide a sovereign guaran- 
tee of repayment. Since these transactions 
involve private buyers and their foreign banks, 
country credit ceilings do not apply but instead, 
the Government of Canada evaluates each 
transaction on a case-by-case basis. During the 
year ended July 31, 1999, sales made under this 
program totalled $95 million (1998 - $23 
million). The Government of Canada guarantees 
a declining percentage of the receivables under 
this program based on the repayment terms of 
the credit, with the CWB assuming the nominal 
risk not covered. The entire credit risk assumed 
by the CWB under this program at July 31, 
1999, of $1,902,971 (1998 - $694,135) is 
considered collectible, therefore there is no 
allowance for credit losses. 


From time to time, Canadian commercial banks 
may participate in assuming a portion of the 
credit risk associated with sales made under the 
above programs. In these cases, the participat- 
ing bank assumes the payment risk on its portion 
of the credit extended without recourse to the 
CWB. The remaining exposure is guaranteed by 
the Government of Canada. During the year 
ended July 31, 1999, sales made under these 
arrangements totalled $5 million (1998 - $9 mil- 
lion). 


The Corporation’s exposure in this type of 
transaction is limited to the risk of non-perfor- 
mance of the commercial bank in the event of 
non-payment by the customer. This exposure is 
managed by contracting only with those financial 
institutions having a very high credit rating, and 
as a result there is no allowance for credit losses 
for these balances. 
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enacted Bill C-4, An Act to Amend the Canadian 
Wheat Board Act. The amended Act continued 
the CWB as a Shared Governance Corporation, 
without share capital, effective December 31, 
1998, but the CWB ceased to be an Agent of 
Her Majesty in right of Canada as of that date. 
All borrowings of the Corporation are uncondi- 
tionally and irrevocably guaranteed by the 
= Minister of Finance on behalf of 
Her Majesty in right of 
Canada. Any amount 
required to be paid 
pursuant to this Statutory 
Guarantee is payable out 
of, and constitutes a 
charge on, the Consoli- 
dated Revenue Fund of 
Canada, which is the 
aggregate of all public 
moneys. CWB credit ratings 
were unaffected by the change 
in the corporate governance 
structure, and are listed in the table below. 


—<— 


A Glenn Bunston 


and Wendi 


Under the Canadian Wheat Board Act, and with 
the approval of the Minister of Finance, the 


Thiessen in 
Treasur) 
Operations 
borrow money 
to finance the 


CWB 


CWB is empowered to borrow money by any 
means, including the issuing, reissuing, selling and 
pledging of bonds, debentures, notes and other 
evidences of indebtedness. The CWB’s funding 
requirements are met primarily through four 
distinct borrowing programs: 


* Domestic Commercial Paper Program 
(the “Wheat Board Note” program); 


S analysis 


¢ US. Commercial Paper Program; 
* Euro Commercial Paper Program; and 
* Euro Medium-Term Note Program. 


The CWB borrows money in order to finance 
grain inventories, credit sales, administrative and 
operating expenses, as well as to administer the 
Government of Canada’s advance payment 
programs under the Agricultural Marketing Pro- 
grams Act and the Prairie Grain Advance Payments 
Act. Although the CWB borrows in a variety of 
currencies, currency risk is eliminated by convert- 
ing borrowings into either Canadian or U.S. 
dollars to match the assets being financed. The 
total debt portfolio generally fluctuates between 
$6 and $7 billion Canadian dollar equivalent. 


The CWB continues to explore new borrowing 
opportunities in an ongoing effort to further 
reduce borrowing costs, expand and diversify 
investor base and maintain access to money. 
Since all borrowings are unconditionally and 
irrevocably guaranteed by the Government of 
Canada, money is borrowed at rates comparable 
to those of the Government of Canada. 


In the course of normal operations, the CWB’s 
funding programs provide sufficient liquidity to 
meet daily cash requirements. The CWB may 
hold highly rated short-term investments for 
cash management purposes to ensure that 
sufficient funds are available. Sufficient lines of 
credit are also maintained with financial institu- 
tions to provide additional access to funds. 


The CWB has the following credit ratings, which are unchanged from the previous year: 


Credit Ratings: Long-term 
Moody’s Investor Service Aal 

Standard & Poor’s Ratings Group AAA 
Dominion Bond Rating Service AAA 
Canadian Bond Rating Service AA+ 


Short-term Long-term Short-term 
P| Aa2 P| 
Al+ AA+ Al+ 
R-IH AAH R-IH 
A-|+ AA+ A-|+ 
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The CWB seeks to minimize risks related to the 
financial operations of the corporation. Certain 
risks exist that may affect the ability of the CWB 
to meet its objectives and obligations. These risks 
include market risk and credit risk as described 
below. The CWB has controls in place to monitor 
and manage exposures to these risks and to 
ensure adherence to approved corporate policies 
and risk management guidelines. 


Market Risk 

Market risk is the risk to the CWB’s financial 
condition resulting from adverse movements in 
the level or volatility of market prices. The CWB 
is exposed to market risk in three areas of its 
operations, including commodity price, foreign 
exchange and interest rate risk. 


Commodity price risk - The CWB sold 45 per cent 
of 1998-99 wheat on basis contracts, which 
enable the CWB and the customer to manage 
price risk independently, and provide the cus- 
tomer with the ability to determine the date that 
the contract will be priced. The CWB manages 
the risk of an adverse movement in the price of 
grain between the time the grain is sold and when 
it is priced by selling grain futures contracts on 
regulated U.S. futures markets. Because of the 
nature of exchange-traded futures contracts, it is 
possible that the CWB may not be perfectly 
hedged. However, the degree of risk to the pool 
accounts is not significant. The CWB may also 
utilize exchange traded grain futures contracts to 
price grain where there is no opportunity to do 
so in the physical market. These transactions 
were small in volume during the year, and did not 
have a material effect on any pool account. 


Foreign exchange risk - All CWB sales contracts are 
priced either directly or indirectly in U.S. dollars. 
Sales priced in Canadian dollars are determined in 
reference to the U.S. dollar value at the time of 
sale or when priced in the case of deferred basis 
contracts. The CWB hedges the risk of an ad- 
verse movement in the U.S. dollar exchange rate 
by entering into over-the-counter foreign ex- 


change swap, forward and option contracts, 
thereby establishing the conversion rate for 
contracted and anticipated U.S. dollar sales. 


Interest rate risk - The CWB has substantial 
financial assets that earn interest revenue, prima- 
rily receivables arising from the sale of grain on 
credit. In order to generate the required pro- 
ceeds from these sales for distribution to produc- 
ers during the crop year, these assets are financed 
predominantly through the issuance of short- 
term or medium-term debt. Interest rate risk 
exists when there is a mismatch between the 
terms of the assets and liabilities. In the event of a 
mismatch an adverse change in interest rates 
could reduce net interest earnings. The CWB 
manages this risk by financing these floating 
interest rate assets with debt that is converted to 
a floating rate of interest, thereby reducing the 
negative impact of an adverse change in interest 
rates. 


POR ee g @ - 
& fe rs es f Z 


Credit risk is the risk of potential loss should a 

counter-party fail to meet its contractual obliga- 

tions. The Corporation is exposed to credit risk 

with respect to non-guaranteed accounts receiv- 
able, investing, and derivative transactions. 


Receivables - The CWB exposure to credit risk on 
receivables is limited to those receivables that are 
not guaranteed by the Government of Canada. 
There have been no defaults to date related to 
sales made under the Agri-food Credit Facility, 
and all amounts currently outstanding are consid- 
ered collectible. The CWB exposure would be 
limited to the share of the receivables under this 
program that the Government of Canada does 
not guarantee. For non-guaranteed receivables 
where credit risk has been assumed by a com- 
mercial bank, the bank has no recourse to the 
CWB, and the CWB’s exposure would be limited 
to the risk of non-performance of the commercial 
bank in the event of non-payment by the cus- 
tomer. The CWB manages this risk by contracting 
only with highly rated financial institutions. 
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Investments - The CWB manages exposure to 
the risk of loss from an investing counter-party 
by transacting investments only with highly rated 
counter-parties. Investments are made accord- 
ing to the credit rating requirements of the 
Canadian Wheat Board Act and the Minister of 
Finance Credit Policy Guidelines for Crown 
Corporations. 


Cross-currency interest rate swap - a con- 
tractual agreement for specified parties to 
exchange principal and fixed and floating 
interest rate payments, in different currencies. 
Notional amounts upon which the interest rate 
payments are based are not exchanged. 


Currency swap - a contractual agreement for 
specified parties to exchange the cash flow of 
one currency for a fixed cash flow of another 
currency. 


Derivative instrument - a contract or security 
that obtains much of its value from price move- 

ments in a related or underlying security, future, 

or other instrument or index. 


Fair value - an estimate of the amount of 
consideration that would be agreed upon 
between two arm’s length parties to buy or sell 
a financial instrument at a point in time. 


Foreign exchange forward - an agreement to 
buy and sell currency at a specified price and 
date in the future. 


Foreign exchange swap - a transaction in which 
a foreign currency is simultaneously purchased in 
the spot market and sold in the forward market 
or vice-versa. 


Futures contract - a future commitment to 
purchase or deliver a commodity or financial 
instrument on a specified future date at a specified 
price. The futures contract is an obligation 
between the corporation and the organized 
exchange upon which the contract is traded. 
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Derivative transactions - The risk of loss on 
derivative financial instruments is limited to the 
replacement cost of contracts having a positive 
fair value. The CWB manages exposure to the 
risk of non-performance of a counter-party by 
contracting only with highly rated financial institu- 
tions that fall within the CWB’s financial risk 
management guidelines approved by the Minister 
of Finance. 


Hedge - a risk management technique used to 
decrease the risk of adverse commodity price, 
interest rate or foreign exchange movements by 
establishing offsetting or risk-mitigating positions 
intended to reduce or minimize the corporation’s 
exposure. 


Liquidity - having sufficient funds available to 
meet corporate obligations in a timely manner. 


Notional amounts - a reference amount upon 
which payments for derivative financial instru- 
ments are based. 


Option - a contract that grants the right, but not 
the obligation, to buy or sell a commodity or 
financial instrument at a specified price at a 
specific point in time or during a specified period. 


Risk management - the application of financial 
analysis and diverse financial instruments to the 
control and, typically, the reduction of selected 
types of risk. 


Single currency interest rate swap - a contrac- 
tual agreement for specified parties to exchange 
fixed interest rate payments for floating interest 
rate payments based on a notional value in a 
single currency. Notional amounts upon which 
the interest rate payments are based are not 
exchanged. 


Swap - a contractual agreement to exchange a 
stream of periodic payments with a counter- 


party. 
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The financial statements of the Canadian Wheat Board included in this Annual Report are the respon- 
sibility of the Corporation’s management and have been reviewed and approved by the Board of 
Directors. Management is also responsible for all other information in the Annual Report and for 
ensuring that this information is consistent, where appropriate, with the information contained in the 
financial statements. 


The financial statements have been prepared in accordance with generally accepted accounting 
principles appropriate in the circumstances and reflect the results for the 1998-99 pool accounts 
and the financial status of the Corporation at July 31, 1999. 


In discharging its responsibility for the integrity and fairness of the financial statements, management 
maintains financial and management control systems and practices designed to provide reasonable 
assurance that transactions are authorized, assets are safeguarded and proper records are main- 
tained. The system of internal control is augmented by an internal audit department that conducts 
periodic reviews of different aspects of the Corporation’s operations. 


The Board of Directors is responsible for ensuring that management fulfills its responsibilities for 
financial reporting and internal control. The Board of Directors exercises this responsibility through 
the Audit and Finance Committee of the Board, which is composed of Directors who are not 
employees of the Corporation. The Audit and Finance Committee meets with management, the 
internal auditors and the external auditors on a regular basis, and the external and internal auditors 
have full and free access to the Audit and Finance Committee. 


The Corporation’s external auditors, Deloitte & Touche LLP are responsible for auditing the transac- 
tions and financial statements of the Corporation and for issuing their report thereon. 


ME Ayr 
Greg S. Arason Gordon P Menzie 
President and Chief Executive Officer Executive Vice-President, Finance and Treasurer 


Winnipeg, Manitoba 


December 14, 1999 
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To the Board of Directors of the Canadian Wheat Board: 


We have audited the financial statements of the Canadian Wheat Board which includes the balance 
sheet at July 31, 1999 and the combined statement of operations and statement of distribution to 
producers for the 1998-99 pool accounts, the statements of operations and the statements of 
distribution to producers for the 1998-99 pool accounts for wheat, amber durum wheat and barley 
for the period August |, 1998 to completion of operations on August 31, 1999 and for designated 
barley for the period August |, 1998 to completion of operations on September 30, 1999, the 
statement of cash flow for the year ended July 31, 1999, and the statement of administrative and 
general expenses for the year ended July 31, 1999. These financial statements are the responsibility 
of the Corporation's management. Our responsibility is to express an opinion on these financial 
statements based on our audit. 


We conducted our audit in accordance with generally accepted auditing standards. Those standards 
require that we plan and perform an audit to obtain reasonable assurance whether the financial 
statements are free of material misstatement. An audit includes examining, on a test basis, evidence 
supporting the amounts and disclosures in the financial statements. An audit also includes assessing 
the accounting principles used and significant estimates made by management, as well as evaluating 
the overall financial statement presentation. 


In our opinion, these financial statements present fairly, in all material respects, the financial position 
of the Canadian Wheat Board as at July 31, 1999 and the results of its operations and cash flow for 
the periods shown in accordance with generally accepted accounting principles. 


————— 
LD hu ¢ Voce LLP 
Chartered Accountants 


Winnipeg, Manitoba 


December 14, 1999 
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As of July 31 (000’s) 

Assets 

Accounts Receivable 
Credit programs (Note 3) 
Non-credit sales 


Advance payment programs (Note 4) 
Other 


Inventory of Grain (Note 5) 

Deferred and Prepaid Expenses (Note 6) 
Capital Assets (Note 7) 

Total Assets 


Liabilities 

Borrowings (Note 8) 

Accounts Payable and Accrued Expenses (Note 9) 

Liability to Agents (Note /0) 

Liability to Producers — Outstanding Cheques (Note | /) 

Liability to Producers — Undistributed Earnings (Note / 2) 

Provision for Producer Payment Expenses (Note | 3) 

Special Account — Net Balance of Undistributed Payment 
Accounts (Note /4) 


Proeal Wiabilities 


On behalf of the Board: 


Ken Ritter 
Chair, Board of Directors 
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1999 


$ 6,875,649 
30,432 
72,073 
20,961 
6,999,115 
1,105,747 
24,332 
75,665 

$ 8,204,859 


$ 6,768,869 
137,438 
758,523 
171,055 
359,020 

5,934 


4,020 


$ 8,204,859 


Greg S. Arason 


1998 


$ 7,022,940 
17,223 
75,894 
29,630 

7,145,687 
950,47 
16,190 
66,277 


$8,178,625 | 


$ 6,715,579 
L25347. 
730,241 
184,943 
416,080 

7,643 


Dio? 
$ 8,178,625 


tar? r-— 


President and Chief Executive Officer 


Pool Account ($000’s) 


Receipts from producers (tonnes) 


Revenue (Note /8) 
Operating costs 
Direct costs 
Country elevator carrying charges 
Terminal storage 
Despatch earnings, net of demurrage costs 
Additional freight 
- to terminals 
- to move grain into eastern export position 
- from freight rate changes 
Drying charges 
CWB hopper cars — interest and depreciation 
Total direct costs 
Administrative and general expenses (Note / 9) 
Grain industry organizations (Note 20) 
Net interest earnings 
WTotaloperatingcosts j= 


Earnings for distribution to producers 


Pool Account ($000’s) 

Earnings distributed to producers 
Initial payments on delivery 
Adjustment payments 
Interim payment 
Final payment 
Producer contract storage payments 
Rebate on producer cars 


Total earnings distributed to producers 


1998-99 
19 616 132 


$ 4,026,703 


71,988 
17,960 


(6,662) 


4,149 
58,530 


(75) 


69 
3,163 
149,122 
55,204 
1,699 


(72,519) 


133,506 
$ 3,893,197 


1998-99 


$ 3,162,228 
360,688 
172,410 
186,506 

11,261 
104 


$ 3,893,197 
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1997-98 
21 668 373 


$ 4,757,682 


61,377 
20,895 
(4,465) 


25,832 
65,718 
(2,605) 
652 
3,289 
170,693 
52,902 
1,612 


(75,868) 


149,339 


$4,608,343 


1997-98 


$ 3,717,491 
461,378 
147,09 | 
268,890 

13,394 
99 


$ 4,608,343 


1998-99 1997-98 
Rate Rate 
($000’s, except rates per tonne) Amount — per Tonne Amount _ per Tonne 
Receipts from producers (tonnes) 12 512 726 15 201 105 
Revenue (Note /8) $ 2,574,023 $ 205.71 $73, 1109;935 $ 204.59 
Operating costs _ aS Se en 
Direct costs 
Country elevator carrying charges 52,656 4.21 43,253 2.85 
Terminal storage 10,769 0.86 15,495 1.02 
Despatch earnings, net of demurrage costs (5,414) (0.43) (3,733) (0.25) 
Additional freight 
- to terminals 2,301 0.18 2355 (52 
- to move grain into eastern export position 2,660 0.21 12,410 0.81 
- from freight rate changes (187) (0.02) (2,486) (0.16) 
Drying charges 36 0.01 564 0.04 
CWB hopper cars — interest and depreciation 2,017 0.16 2,307 0.15 
Totaldirectcosts = (tt Cté‘“ié«C«SBBHC“‘;«‘i‘*CZS‘CUS 90,965 5.98 
Administrative and general expenses (Note | 9) 35,214 2.81 37,105 2.45 
Grain industry organizations (Note 20) 1,084 0.09 1,131 0.07 
Net interest earnings (51,991) (4.15) (55,435) (3.64) 
Total operating costs =” 49,145 3.93 Ph 73,766 9 4 86 
Earnings for distribution to producers $ 2,524,878 $201.78 $ 3,036,169 $ 199.73 
1998-99 1997-98 
Rate Rate 
($000’s, except rates per tonne) Amount per Tonne Amount per Tonne 
Earnings distributedto producers ata eed OES ie aa le 
Initial payments on delivery $ 2,070,448 $ 165.47 $ 2,421,761 $ 159.31 
Adjustment payments 242,257 19.36 306,316 20.15 
Interim payment 112,598 8.99 114,430 [253 
Final payment 99,496 7.95 193,584 [2.73 
Rebate on producer cars 79 0.01 78 0.01 
Total earnings distributed to producers $ 2,524,878 $ 201.78 $ 3,036,169 $ 199.73 


For the period August |, 1998 to completion of operations on August 31, 1999 
(with prior year comparatives for the period ended August 31, 1998) 
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1998-99 1997-98 


Rate Rate 
($000’s, except rates per tonne) Amount — per Tonne Amount per Tonne 
Receipts from producers (tonnes) 4 904 639 . r 3 937 885 : 
Revenue (Note /8) $ 1,082,241 $ 220.65 $ 1,171,654 $ 297.53 
Operating costs 7 | 7 rie 
Direct costs 
Country elevator carrying charges 16,780 3.42 13,434 3.4 
Terminal storage 6,664 1.36 4,040 1.03 
Despatch earnings, net of demurrage costs (1,178) (0.24) (651) (0.16) 
Additional freight 
- to terminals 1,846 0.38 1,987 0.50 
- to move grain into eastern export position 55,624 11.34 53279 [3.03 
- from freight rate changes 76 0.01 (306) (0.08) 
Drying charges 23 0.01 40 0.01 
CWB hopper cars — interest and depreciation 791 0.16 598 0.15 
~ Totaldirect costs aa 80,626 16.44 72,42 18.39 
Administrative and general expenses (Note | 9) 13,802 2.81 9,617 2.45 
Grain industry organizations (Note 20) 425 0.09 293 0.07 
Net interest earnings (10,030) (2.05) (11,046) (2.81) 
‘Totaloperatingcosts =~ 84,823 17.29 71,285. A810 
Earnings for distribution to producers $ 997,418 $ 203.36 $ 1,100,369 $ 279.43 
1998-99 1997-98 
Rate Rate 
($000’s, except rates per tonne) Amount per Tonne Amount — per Tonne 
Earnings distributed to producers icy, rs: 
Initial payments on delivery $ 796,906 $ 162.48 $ 891,060 $ 226.28 
Adjustment payments 92,534 18.87 138,010 35.05 
Interim payment 44,420 9.06 23,591 5.92 
Final payment 63,535 12.95 47,689 7) 
Rebate on producer cars 23 0.00 19 0.00 
Total earnings distributed to producers $ 997,418 $ 203.36 $ 1,100,369 $ 279.43 


For the period August |, 1998 to completion of operations on August 31, 1999 
(with prior year comparatives for the period ended August 31, 1998) 
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1998-99 1997-98 


Rate Rate 
($000 s, except rates per tonne ) Amount per Tonne Amount per] Tonne 
Receipts from producers (tonnes) 277 100 261-960 
Revenue (Note /8) $ 38,348 $ 138.39 $ 32,703 _ S$ ‘124. 84 
Operating costs ney ee a Ce a ; =a sei 
Direct costs 
Country elevator carrying charges 1,602 5.78 2,761 10.54 
Terminal storage 409 1.48 1,360 519 
Despatch earnings, net of demurrage costs (6) (0.02) (46) (0.17) 
Additional freight 
- to terminals I 0.00 625 239 
- to move grain into eastern export position 246 0.89 29 0.11 
- from freight rate changes (12) (0.04) 161 0.61 
Drying charges - - 48 0.18 
CWB hopper cars — interest and depreciation 45 0.16 40 0.15 
~ Total direct costs os #9 2,285° 8.25 | «1 6467 eT ienTewO | 
Administrative and general expenses (Note / 9) 781 2.81 644 2:45 
Grain industry organizations (Note 20) 24 0.09 19 0.07 
Net interest earnings (6, 192) (22.34) ae 821) (18.39) 
Total operating costs Bet A aes <a G, 102) (I 1.19) a 820 eae 
Earnings for distribution to Aig ean $ 41,450 $149.58 $ 31 ,883 S207 1 
1998-99 1997-98 
Rate Rate 
($000’s, except rates per tonne) Amount per Tonne Amount per Tonne 
Earnings: distributed to producers _ ae i re ee in 
Initial payments on delivery $ 32,897 $ 118.72 $ 28,914 $ 110.38 
Adjustment payments 3,701 13.35 339 var) 
Interim payment 1,940 7.00 _ - 
Final payment 2,910 10.50 2,628 10.03 
Rebate on | producer cars 2 (0. ol 2 0.01 
“Total earnings distributed to producers $ 41,450 $ 149. 58 $ 3| 883 $ Neal 


For the period August |, 1998 to completion of operations on August 31, 1999 
(with prior year comparatives for the period ended September 30, 1998) 
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($000’s, except rates per tonne) 


Receipts from producers (tonnes) 


Revenue (Note /8) 
Operating costs 
Direct costs 
Country elevator carrying charges 
Terminal storage 
Despatch earnings, net of demurrage costs 
Additional freight 
- to terminals 
- from freight rate changes 
Drying charges 
CWB hopper cars — interest and depreciation 
Total direct costs 
Administrative and general expenses (Note / 9) 
Grain industry organizations (Note 20) 


Earnings for distribution to producers 


($000’s, except rates per tonne) 
Earnings distributed to producers 
Initial payments on delivery 
Adjustment payments 
Interim payment 
Final payment 
Producer contract storage payments 


Total earnings distributed to producers 


1998-99 


Rate 
Amount per Tonne 
1 921 667 
$ 332,091 $ 172.81 
950 0.49 
118 0.06 
(64) (0.03) 
| 0.00 
48 0.02 
10 0.01 
310 0.16 
1,373 0.71 
5,407 2.81 
166 0.09 
(4,306) (2.24) 
2,640 1.37 
$ 329,451 $ 171.44 
1998-99 
Rate 
Amount per Tonne 
$ 261,977 $ 136.33 
22,196 11.55 
13,452 7.00 
20,565 10.70 
11,261 5.86 
$ 329,451 $ 171.44 


1997-98 
Rate 
Amount per Tonne 

2 267 423 

$ 443,390 $195.55 
15929 0.85 
(35) (0.02) 
65 0.03 
26 0.01 
344 ONS 
25329 1.02 
5,536 2.45 
169 0.07 
(4,566) (2.01) 
3,468 1.53 
$ 439,922 $ 194.02 

1997-98 
Rate 
Amount — per Tonne 
$ 375,756 $ 165.72 
16,713 Td 
9,070 4.00 
24,989 11.02 
13,394 ee) 
$ 439,922 $ 194.02 


For the period August |, 1998 to completion of operations on September 30, 1999 
(with prior year comparatives for the period ended September 30, 1998) 
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For the year ended July 3] (000 's) 


Increases (decreases) of cash during the year 


Cash flow from operating activities 
Cash received from sale of grain 
Net cash paid for operating costs 
Add items not requiring an outlay of cash 

Depreciation on CWB hopper cars 
Depreciation on other " capital assets 


Cash flow from operating activities before changes i in 1 working capital 
Changes in non-cash working capital 

Accounts receivable, excluding credit sales 

Inventory of grain 

Deferred and prepaid expenses 

Accounts payable and accrued expenses 

Liability to agents 

Liability to producers for outstanding cheques 

Provision for producer payment expenses 

Special account 


Cash flow from financing activities 
Increase in borrowings 


Cash flow from investing and other activities 
(Increase) decrease in accounts receivable — credit Prog! ams 
Purchase of capital assets 
Proceeds from sale of capital assets 


Cash distributed to producers 
Distribution of cash balances that were undistributed 
at beginning of year 
Distribution of cash balances prior to July 31 
related to the current year 


Net increase in cash and cash equivalents 5 
Net cash h position at beginning ¢ of fyear 


‘Net cash position at end of year 


1999 


$ 4,026,703 
(133,506) 


2,884 
6, 836 


3,902,917 


(719) 
(155,276) 
(8,142) 
16,091 
28,282 
(13,889) 
(1,709) 
1,228 


cy 768, 783 


53,290 
‘53, 290 


147,291 
(19,400) 
292 


128,183 


(416,080) 


(3,534, 176) 


(3,950,256) 


$ 4,757,682 
(149,338) 


2,885 
4A 6 


4,615,645 


110,919 
731,666 
21,937 
15,573 
(634,081) 
(157,987) 


4, 703, 335. 


ATA, 825 


ATA, 825 


(604,648) 
(21,171) 


(625,499), 


(360,397) 


(4,192,264) 
(4,552 cl 
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For the year ended July 31 (000's) a ha 1999 1998 


‘Advisory Committee $ 55 $7294 
Board of Directors 
Remuneration 433 = 
Expenses 393 - 
Elections 1,242 — 
iit? LOS se oe 2,068 = 
Computing systems and services 7,874 8,632 
Communications 
Communications and information 676 582 
CWB publications — annual report, Grain Matters, etc. 663 1,161] 
ay hj tipepieae oe 1,339 1,743 
Facilities and office services 
Equipment rental and maintenance 351 422 
Facilities — rental, operation and maintenance 1,614 1,649 
Information support 356 408 
Office services 337 389 
Postage 704 640 
Printing, stationery and supplies 494 595 
Telecommunications 854 804 
4,710 4,907 
Human resources 
Salaries 22,596 21,300 
Benefits 4,820 4,934 
Recruitment 123 150 
Training and development 703 700 
28,242 27,084 
Other 
Donations 97 78 
Miscellaneous other expenses 527 372 
624 450 
Professional fees and outside services 
Audit fees 163 163 
Insurance 170 76 
Legal fees and court costs 653 40 
Management consulting 1,366 P27, 
Temporary agencies 252 ee 245 
2,604 1,651 
Taxes 
Business and property taxes 415 SZ 
Manitoba health and education tax aan ao 537 a 546 
= 952 | ,063 
Travel 1,285 1,930 
Total before depreciation a 49,753 = 47,684 
Depreciation : 6,836 4,416 
Total administrative & general expenses $56,589 $52,100 
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1. Act of incorporation and mandate 


The Canadian Wheat Board (the Corporation) 
was established by the Canadian Wheat Board 
Act, a statute of the Parliament of Canada. On 
June II, 1998, Bill C-4, An Act to Amend the 
Canadian Wheat Board Act continued the CWB 
as a Shared Governance Corporation, without 
share capital, effective December 31, 1998. 
The Corporation’s mandate continues to be the 
marketing in an orderly manner, in inter-provin- 
cial and export trade, grain grown in Western 
Canada. The Corporation by virtue of its new 


structure is headed by a Board of Directors, 
comprised of ten producer elected and five 
government appointed members. The Corpora- 
tion is accountable for its affairs to both western 
Canadian farmers through its elected Board 
members and to Parliament through the Minis- 
ter responsible for the Canadian Wheat Board. 


The Corporation is exempt from income taxes 
pursuant to Section 149(1)(d) of the Income Tax Act. 


2. Significant accounting policies 


(a) Results of Operations 


The financial statements at July 31 include the 
final operating results for all pool accounts for 
the crop year ended July 31, where marketing 
operations have been completed before the 
issuance of the annual report for that year. In 
determining the financial results for such pools, 
the accounts of the Corporation at July 31 
include: 


Revenue — Revenue from grain sales recognized 
in the accounts at the time that shipment is 
made, at the equivalent value of the proceeds 
receivable at Vancouver, Churchill or the 

St. Lawrence. Previously, revenue for sales made 
on the east coast was recognized at the equiva- 
lent value at Thunder Bay. The net impact of this 
reclassification of costs is to increase revenue to 
represent the St. Lawrence value, and to dis- 
close separately the net costs of moving grain 
beyond Thunder Bay into eastern export posi- 
tion as a direct cost. There is no impact on the 
earnings for distribution to producers. 


Inventory — Inventory of grain on hand at July 31 
at the values that were ultimately expected to 
be received as sale proceeds. 
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Expenses incurred subsequent to July 3!— Provi- 
sion for all expenses incurred or to be incurred 
in the process of marketing these inventories of 
grain including a charge for the portion of 
administrative and general expenses incurred 
subsequent to July 31 but relating to this 
marketing activity. Expenses related to market- 
ing activities carried out subsequent to July 31 
are included in accounts payable and accrued 
expenses. The expenses included are carrying 
charges, storage, interest, transportation charges, 
and administrative costs, together with all other 
sundry expenses incurred during the period. 


Liability to producers — Balances not yet distrib- 
uted to producers at July 31 where marketing 
operations have been completed for the current 
pool accounts are included in Liability to Producers. 


(b) Allowances for Losses on Accounts 
Receivable 


Accounts receivable from credit programs — The 
Government of Canada guarantees the repay- 
ment of the principal and interest of all receiv- 
ables resulting from sales made under the Credit 
Grain Sales Program, and a declining percentage, 
based on the repayment term of the credit, of 


Notes to the 


all receivables resulting from sales made under 
the Agri-food Credit Facility. The Corporation 
assumes the risk not covered by the Govern- 
ment of Canada. For receivables resulting from 
credit sales made outside of the Credit Grain 
Sales Program and the Agri-food Credit Facility, 
the Corporation may enter into arrangements 
with commercial banks who will assume the 
credit risk without recourse. 


Accounts receivable from non-credit sales — 
Shipments are made pursuant to the receipt of 
appropriate letters of credit issued by commer- 
cial banks that guarantee the receipt of funds by 
the Corporation. 


Accounts receivable from advance payment 
programs — The Government of Canada guaran- 
tees the repayment of the principal amount due 
from producers resulting from cash advances 
made under the Agricultural Marketing Programs 
Act and the Prairie Grain Advance Payments Act. 


As a result of these guarantees and arrange- 
ments, no provision is made with respect to the 
possibility of debtors defaulting on their obliga- 
tions. 


(c) Capital Assets and Depreciation 


Capital assets are recorded at cost and depreci- 
ated on a straight line method over their ex- 
pected useful life as follows: 


Computer equipment 


(to 1/20 residual value) .................. | to 5 years 
Automobiles (to 1/3 residual value)........ 3 years 
Building and office improvements........... 3 years 
Computer systems development ........ 10 years 
Office furniture and equipment............ 10 years 
PAOD DO IECANS iat ne caphincseexsvenctlguerost eos 30 years 
OC) Sacer sche Sener ons te want doin, unc Seeeageress 40 years 
Leasehold improvements.............. Term of lease 


(d) Translation of Foreign Currencies 


All monetary assets and liabilities denominated in 
foreign currencies are translated into Canadian 
dollars at exchange rates prevailing on the 
balance sheet date. The Corporation hedges its 
United States dollar assets and liabilities on a 
portfolio basis. Exchange adjustments arising from 
the translation of foreign currency denominated 
assets or liabilities are recognized in the period 
in which they occur, as a component of revenue. 
Borrowings in currencies other than the Cana- 
dian or United States dollar are hedged by 
currency exchange agreements and are con- 
verted into Canadian or United States dollars at 
the rates provided therein. 


Sales contracts denominated in foreign curren- 
cies are hedged by foreign exchange forward 
and option contracts. Forward exchange con- 
tracts are translated into Canadian dollars at the 
rates provided therein, purchased option 
contracts at the higher of the option strike price 
or the market price net of premium, and written 
option contracts at the option strike price when 
exercised by the purchaser. These amounts are 
recorded in revenue as an adjustment to the 
underlying sales transactions. 


Other income and expenses are translated at the 
daily exchange rates in effect during the year. 


(e) Derivative Financial Instruments 


The Corporation uses various types of deriva- 
tive financial instruments such as currency and 
interest rate swaps, foreign exchange forward 
and option contracts, and commodity future and 
option contracts in order to manage its expo- 
sure to currency, interest rate and commodity 
price risks. These instruments are designated as 
hedges and are only used for risk management 
purposes. 
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Interest rate contracts — Amounts to be paid or 
received under swap and forward contracts are 
recognized in the period in which they occur, as 
a component of net interest earnings. 


Currency exchange contracts — Amounts to be 
paid or received under currency exchange 
contracts are recognized in the same pool 
account in which the related foreign currency 
transaction occurs, as a component of sales 
revenue. 


Commodity contracts — Amounts to be paid or 
received under wheat future and option con- 
tracts are recognized in the same pool account 
as the related sale that is being hedged, as a 
component of sales revenue. 


(f) Net Interest Earnings 


Net interest earnings includes interest revenue 
and expenses related to accounts receivable and 
borrowings, bank charges, transaction and 
program fees on borrowing facilities, and 
interest earned on each pool account during the 
pool period and until final distribution of earnings 
to producers. Interest revenue and expenses are 
netted which is consistent with the requirement 
under the Canadian Wheat Board Act that such 
amounts be treated as charges or recoveries of 
operating costs. 


(g) Administrative and General Expenses 


Administrative and general expenses, except for 
that portion of such expenses attributable to 
distributing final payments to producers, are 
allocated to the various pool accounts to which 
the services relate on the basis of the relative 
tonnage. Expenses attributable to final payments 
are allocated on the basis of the number of 
producers receiving payments from the various 
pool accounts. A portion of the administrative 
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and general expenses incurred in the current 
crop year are allocated to the previous year’s 
pool accounts to reflect the cost of marketing 
activities for those pool accounts during the 
year. A portion of the administrative and general 
expenses incurred in the current crop year are 
also allocated to the provision for payment 
expenses to reflect the cost of administering the 
payment accounts during the year. 


(h) Pension Plan 

Employees participate in the Public Service 
Superannuation Act pension plan administered by 
the Government of Canada. The Corporation 
matches employees’ contributions for current 
or prior service. These contributions are 
expensed during the year in which the services 
are rendered and represent the total pension 
obligations of the Corporation. The Corporation 
is not required under present legislation to make 
contributions with respect to any actuarial 
deficiencies of the plan. 


(i) Post-Employment Benefits 


Employees of the Corporation are entitled to 
specified benefits provided upon retirement or 
termination. 


The liability for long service allowance and 
unused sick leave accumulated prior to 1988 is 
recorded in the accounts as the benefits accrue 
to employees. The unrecognized balance as at 
July 31, 1993 of $7,980,330 is being amortized 
on a Straight-line basis over ten years commenc- 
ing with the 1993-94 crop year. The unrecog- 
nized balance at July 31, 1999 is $3,192,132 
(1998 — $3,990,165). 


The costs of health care and life insurance 
benefits for retirees are expensed as paid. 


Statements 


3. 


Accounts receivable from credit programs 


Credit Grain Agri-food Other 
g gi =a Sales Program Credit Facility Credit Total Total 
Due from foreign customers 
Current $ 112,244 $79,247 $850 $ 192,341 $ 424,970 
Overdue 714,228 ~ - 714,228 680,005 
Subject to Paris Club rescheduling 116,539 - - 116,539 - 
Rescheduled 5,795,377 = - 5,795,377 5,861,457 
6,738,388 79,247 850 6,818,485 6,966,432 
Due from Government of Canada 57,164 - - 57,164 56,508 
$6,795,552 $79,247 $850 $6,875,649 $ 7,022,940 
Credit risk: 
Guaranteed by Government 
of Canada $ 6,795,552 $77,344 $ - $6,872,896 $7,013,175 
Guaranteed by commercial banks ~ - 850 850 9,071 
Assumed by CWB - 1,903 - 1,903 694 
$ 6,795,552 $79,247 $850 $6,875,649  $ 7,022,940 


The Corporation’s maximum exposure to credit 
risk related to these accounts receivable is 
limited to $1,902,971 (1998 — $694,135). 
The credit risk for all other balances is assumed 
by either the Government of Canada guarantee 
of principal and interest balances resulting from 
sales made under the Credit Grain Sales Pro- 
gram and the Agri-food Credit Facility, or by 
commercial banks who have assumed part of the 
credit risk without recourse to the Corporation. 


Accounts receivable balances are classified under 
the applicable credit programs: 


Credit Grain Sales Program 


Accounts receivable under this program arise 
from sales to Algeria, Brazil, Egypt, Ethiopia, 
Haiti, Iran, Iraq, Jamaica, Pakistan, Peru, Poland, 
Russia and Zambia. Of the $6,738,388,380 
(1998 — $6,933,559,787) principal and accrued 
interest due from foreign customers, 
$4,924,152,682 (1998 — $5,118,725,537) 
represents the Canadian equivalent of 
$3,269,038,493 (1998 — $3,385,624,404) 
repayable in United States funds. 


Overdue accounts receivable at July 31, 1999 
represent amounts due from Jamaica, lraq and 


Pakistan where payments for past credit sales had 
not been received on due dates and were still 
outstanding at year end. 


Through a forum known as the Paris Club, the 
Government of Canada and other creditors have 
periodically agreed to extend the repayment 
terms beyond the original maturity dates or to 
reduce the principal owed by a debtor country 
for a variety of reasons, including humanitarian 
concerns. All members of the Paris Club are 
obligated to grant the debtor country the same 
treatment. Under terms agreed to by the 
Government of Canada at the Paris Club, the 
Corporation has entered into agreements to 
reschedule certain receivables beyond their 
original maturity dates for Algeria, Brazil, Egypt, 
Ethiopia, Haiti, Jamaica, Pakistan, Peru, Poland, 
Russia and Zambia. The terms for these 
reschedulings vary, calling for payment of 
interest and rescheduled principal for periods 
ranging from five to 25 years. 


Also under terms agreed to by the Government 
of Canada at the Paris Club, the Corporation will 
be entering into an agreement with Russia to 
reschedule certain receivables totalling 
$116,539,325 at July 31, 1999 beyond their 
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original maturity dates under previous reschedul- 
ing agreements. This amount is classified as 
subject to Paris Club rescheduling until the 
agreement is signed. 


In addition to debt relief by means of extending 
the repayment terms, the Government of 
Canada has, in certain cases, agreed to reduce 
the debt owed to the Corporation by Egypt, 
Ethiopia, Haiti, Poland and Zambia. Under these 
debt reduction arrangements, amounts that 
otherwise would have been paid by the debtor 
government are paid to the Corporation by the 
Government of Canada. A total of $57,164,229 
(1998 — $56,508,146) was due from the 
Government of Canada as at July 31, 1999 
under these debt reduction agreements. Of this 
amount, $30,211,715 (1998 — $31,361,591) 
represents the Canadian equivalent of 
$20,056,904 (1998 — $20,743,165) which will 
be repayable in United States funds. 


There is no allowance for credit losses, as the 
Government of Canada guarantees repayment of 
the principal and interest of all credit receivables 
under this program. 


Agri-food Credit Facility 


Accounts receivable under this facility arise from 
sales to customers in Brazil, China, Indonesia, 
South Korea and Peru. The balance of 
$79,246,559 (1998 — $23,801,306) principal 
and accrued interest due under the Agri-food 
Credit Facility represents the Canadian equiva- 
lent of $52,610,077 (1998 — $15,742,646) 
repayable in United States funds. 
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tatements 


The maximum exposure to credit risk under this 
facility at July 31, 1999 is $1,902,971 (1998 — 
$694,135), representing the risk not covered 
by the Government of Canada. Management 
considers this balance collectible in its entirety 
therefore there is no allowance for credit losses. 


Other Credit 


Accounts receivable under this category arise 
from sales made to South Korea. The balance of 
$850,074 (1998 — $9,070,741) principal and 
interest due represents the Canadian equivalent 
of $564,346 (1998 — $5,999,564) repayable in 
United States funds. 


For certain credit sales made under the Credit 
Grain Sales Program and the Agri-food Credit 
Facility, the Corporation will partner with 
commercial banks who will assume part of the 
credit risk of the sale, without recourse to the 
Corporation. The risk that is shared by the bank 
is not guaranteed by the Government of Canada. 
The Corporation’s exposure in this type of 
transaction is the risk of non-performance of the 
commercial bank in the event of non-payment 
by the customer. This exposure is managed by 
contracting only with highly rated financial 
institutions. As a result, there is no allowance for 
credit losses. 


Fair Value 


All accounts receivable resulting from sales made 
under credit programs as at July 31, 1999 have 
contractual interest rate repricing dates under 
365 days. As a result of the short terms to 
repricing dates of these financial instruments, fair 
value approximates the carrying values. 


Notes to the 


Maturities 


These accounts receivable mature as follows: 


Amounts due: 
within | year 
from | - 2 years 
from 2 - 3 years 
from 3 - 4 years 
from 4 - 5 years 
over 5 years 
overdue 


$ 502,112 $ 560,597 
147,653 bL93735 
216,063 135,868 
320,803 216,649 
417,565 321,654 

4,557,225 4,988,432 
714,228 680,005 
$ 7,022,940 


$ 6,875,649 


4. Accounts receivable from advance payment programs 


Agricultural 


Prairie Grain 
Marketing Advance 
Programs Act Payments Act Total Total 
‘DuefromProducers > 
Principal balances outstanding $ 72,641 $ - $ 72,641 $ 72,227 
72,641 - 72,641 GO| 
Due from (to) Government of Canada 
Recovery of interest costs on advances 
under $50,000 1,502 (38) 1,464 10,714 
Principal collected from producers 
subsequent to reimbursement by 
Government of Canada (413) (419) (832) (7,767) 
Interest on defaulted accounts 
collected from producers 
on behalf of Government of Canada (1,149) (51) (1,200) 720 
ie ee wy ir (60) (508) (568) 3,667 
$ 72,581 $ (508) $ 72,073 $ 75,894 


Cash advances issued by the Corporation to 
producers under the Government of Canada’s 
Agricultural Marketing Programs Act program 
since its inception in 1997 total $1,006,067,422, 
including $469,137,734 issued during the 
current year. Previous to 1997, cash advances 
were made under the Government of Canada’s 
Prairie Grain Advance Payments Act. 


Cash advances issued by the Corporation under 
the Prairie Grain Advance Payments Act since 
1957 total $11,316,856,057. 


The Government of Canada pays interest on 


advances up to $50,000, and the producer pays 
interest on any amounts in excess of $50,000. 
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5. Inventory of grain 


Inventory of grain at July 31 is reported at the values that were ultimately expected to be received as 


sale proceeds as follows: 


Wheat 

Durum 

Barley 

Designated barley 


$ 702,649 
350,848 
18,838 
33,412 

$ 1,105,747 


6. Deferred and prepaid expenses 


Prepaid cost of moving inventory to eastern export position 
Purchase and lease-renewal options on leased hopper cars 


Deposits on commodity margin accounts 

Other 

Foreign exchange options premiums applicable to 
subsequent pool accounts 


Net results of commodity hedging activities applicable to 


subsequent pool accounts 


7. Capital assets 


$ 16,515 


5,137 
3,271 
2,629 


(3,220) 


$ 24,332 


Accumulated 


$ 5,255 


Cost Depreciation 
Computer systemsdevelopment §  § $ 43,077. = $ 

Hopper cars 86,345 56,124 
Computer equipment 12,525 8,289 
Furniture & equipment 4,720 2,673 
Land, building and improvements 7,288 6,286 
Automobiles 621 306 
Leasehold improvements 139 117 
ee he eer al ES $ $ 79,050 


$154,715 | i" 


Two thousand hopper cars were purchased by 
the Corporation in 1979-80 having an original 
cost of $90,555,623. Of these 2,000 cars, 

93 cars have been wrecked and dismantled 
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Net Book 
Value 

$ 37,822 
30,221 
4,236 
2,047 
1,002 
315 

22 
$75,665 


$ 700,206 
183,745 


~ $950,471 


$11,311 
5,137 
3,451 
33234 


7,009 


(13,952) 


ek, 90 m9 


Net Book 

Value 
S414 | 

33,184 

4,606 

2,452 

Sis 

480 

10] 


$ 66,277 


leaving |,907 still in the fleet. The Corporation 
is reimbursed for destroyed cars under an 
operating agreement with the Canadian National 


Railway. 


Notes to ths 


During the year ended July 31, 1999, the 


Corporation invested $17,019,691 in computer 


systems development, including $9,208, 166 
related to the year 2000 issue. The balance of 


8. Borrowings 


Commercial paper borrowings 
Canadian Commercial Paper Program 
United States Commercial Paper Program 
Euro Commercial Paper Program 
Euro Medium Term Notes Program 

Total commercial paper borrowings 

Bank lines and other 
Accrued interest 


Less investments 


Net borrowings 


The Corporation’s borrowings are undertaken 
with the approval of the Minister of Finance. 
The borrowings are unconditionally and 
irrevocably guaranteed by the Minister of 
Finance on behalf of Her Majesty in right of 


Canada through an explicit guarantee included in 


the Canadian Wheat Board Act. 


These borrowings mature as follows: 


Amounts due: 
within | year 
from | — 2 years 
from 2 — 3 years 
from 3 — 4 years 
from 4 — 5 years 
over 5 years 


$7,811,525 includes significant investment in 
systems that manage financial and inventory 
information, pay farmers for their grain based on 
finer protein levels, and allocate railcars by zone 
rather than by train run. 


Effective Interest 


Rate (%) 
4.29 — 5.64 
4.62 — 4.83 

A 905 64 
AI6=S13 
4.29 — 5.64 


$ 2,297,476 
1,860,756 
1,972,674 
1,223,784 
7,354,690 

244,075 
81,914 
7,680,679 
(911,810) 

$ 6,768,869 


$ 1,729,859 
2,234,072 
1,798,043 
1,124,509 
6,886,483 

83,979 
72,84 | 


~ 7,043,303 


(327,724) 
$ 6,715,579 


Borrowings denominated in currencies other 
than the Canadian or United States dollar have 
been fully swapped into Canadian or United 
States dollars. Of the above amount, 
$5,055,432,986 (1998 — $5,061 ,786,036) 


represents the Canadian equivalent of 


$3,356,192,648 (1998 — $3,347,963,513) 
which will be repayable in United States funds. 


$ 7,179,919 


376,575 


124,185 


$ 7,680,679 


$ 6,090,806 
266,094 
377,915 


308,428 
$ 7,043,303 


All borrowings have contractual interest rate repricing dates under 365 days. As a result of the 
short term to maturity of these financial instruments, fair value approximates the carrying values. 
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9. Accounts payable and accrued expenses 


Accounts payable and accrued liabilities 

Expenses incurred subsequent to July 31 for marketing activities 
on behalf of the current year pool accounts 

Deferred sales revenue 


10. Liability to agents 


For grain purchased from producers 
For deferred cash tickets 


Grain Purchased from Producers 


$ 45,971 


56,465 
35,002 


$ 137,438 


$ 674,620 
83,903 


$ 758,523 


statements 


$ 48,928 


38,941 
33,478 


$121,347 


$ 582,871 
147,370 


$730,241 


points and in transit at July 31 for which deliv- 


Grain companies, acting in the capacity of agents ery to and settlement by the Corporation is to 


of the Corporation, accept deliveries from 
producers at country elevators and pay the 
producers on behalf of the Corporation based 
on the initial payment rates that are in effect at 
the time. The Corporation does not make 
settlement for these purchases until the grain is 
delivered to the Corporation by the agents at 
terminal or mill position. The liability to agents 
for grain purchased from producers represents 
the amount payable by the Corporation to its 
agents for 3 776 084 (1998-3 211 587) 
tonnes of grain on hand at country elevator 


Deferred Cash Tickets 


Grain companies, acting in the capacity of agents 
of the Corporation, deposit in trust with the 
Corporation an amount equal to the value of 
deferred cash tickets issued to producers for 
CWB grain. The Corporation returns these 
funds to the grain companies to cover producer- 
deferred cash tickets maturing predominantly 
during the first few days of the following 
calendar year. 


be completed subsequent to the year end date. 


11. Liability to producers - outstanding cheques 


Outstanding Producer Cheques at July 31 
Wheat 
Durum 
Barley 
Designated barley 
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$ 91,542 
59,042 
4,437 
16,034 


$ 171,055 


$ 129,456 
54,992 

57 

438 


$ 184,943 


Notes to the 


Of the outstanding producer cheques totalling 

$171,054,572 at July 31, 1999, the balance of 

$165,004,956 is from the 1998-99 adjustment 
payment cheques dated July 27, 1999. 


Of the outstanding producer cheques totalling 
$184,943,465 at July 31, 1998, the balance of 
$172,711,922 is from the 1997-98 adjustment 
payment cheques dated July 28, 1998. 


12. Liability to producers - undistributed earnings 


Earnings distributed as interim payment 
Wheat 
Durum 
Barley 
Designated barley 


Earnings distributed as final payment and 
producer car rebate 
Wheat 
Durum 
Barley 
Designated barley 


Of the undistributed earnings to producers 
totalling $359,019,988 (1998 — $416,079,930) 
at July 31, 1999, $172,409,023 (1998— $147,091,701), 
representing 48% (1998 — 35%) of the 
outstanding balance, was distributed to producers 


$ 112,598 $ 114,430 
44,420 23,591 
1,940 z 
13,452 9,070 
172,410 147,091 
99,575 193,662 
63,558 47,708 
2,912 2,630 
20,565 24,989 
186,610 268,989 

$ 359,020 $ 416,080 


in an interim payment on October 26, 1999 
(1998 — October 20, 1998). The balance of 
$186,610,965 (1998 — $268,988,229) will be 
distributed to producers through final payments 
and producer car rebates on January 4, 2000. 


13. Provision for producer payment expenses 


The amount of $5,934,196 (1998 — $7,643,324) 
represents the balance of the reserve for pro- 
ducer payment expenses of pool accounts that 
have been closed. Six years after particular 


accounts have been closed, the remaining 
reserves for these pools may be transferred to 
the Special Account upon authorization of the 
Governor in Council. 
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14. Special account - 


statements 


net balance of undistributed payment accounts 


In accordance with the provision of Section 39 
of the Canadian Wheat Board Act, the Governor 
in Council may authorize the Corporation to 
transfer to a Special Account the unclaimed 
balances remaining in payment accounts which 
have been payable to producers for a period of 
six years or more. In addition to providing for 


Beginning of year 
Transfer from payment accounts 
Expenditures 


Ending balance comprised of: 
Unexpended authorizations 
Unallocated 


During the year ended July 31, 1999, the 
balance from payment accounts for 1991 
Wheat, 1991 Durum, 1991 Barley, 1985 
Designated Barley, 1987 Designated Barley, 
1988 Designated Barley, 1989 Designated 


payment of proper claims from producers 
against these old payment accounts, the Section 
further provides that these funds shall be used 
for purposes as the Governor in Council, upon 
the recommendation of the Corporation, may 
deem to be for the benefit of producers. The 
activity in the Special Account is comprised of: 


$ 2,792 $ 2,662 
2,674 906 
(1,441) (768) 

_i J): | Er 
$ 4,020 $ 2,792 

$ 165 $ 216 
3,855 2,576 

$ 4,020 $ 2,792 


Barley, 1990 Designated Barley and 1991 
Designated Barley were transferred to the 
Special Account under Order-in-Council 
PG 1999-775. 


The program expenditures during the 1998-99 crop year are detailed as follows: 


Unexpended at 
beginning of year 


~ Market development program a7 $ 168 
Scholarship program 39 
Canadian International 

Grains Institute 
Capital expenditures 9 
Pilot pasta plant = 
Canadian Malt Barley 
Research Institute = 
roe a on ie _ $216 
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Unexpended 

Authorized Expended Expired at end of year 
$ = +$ *(94); -$ i: $ 74 
311 (318) - 32 

175 (125) - 59 

1,750 (904) (846) - 

750 - (750) - 
$2,986 $(1,441) $ (1,596) $ 165 


15. Lease commitments 


The Corporation leases 2,000 covered hopper 
cars for the Government of Canada. All lease 
costs are recoverable from the government and 
are not a charge to the pool accounts. Total 
payments associated with these leases in the 
year ended July 31, 1999, amounting to 
$20,598,030 (1998 — $20,362,628) have been 
recovered by the Corporation. Lease terms are 
for 20 and 25 years, expiring in 2000 and 2006. 


In 1995, the Corporation purchased an option 
to extend the lease term for 250 of the cars 
beyond the expiry date of October 2000 for 
two successive five year periods at a bargain 
lease rate. Between 1991 and 1995, the Cor- 
poration also purchased options to acquire 


1,550 of these cars at a cost of $17,897,875 in 
United States dollars at the end of the lease 
term in 2006. The cost of these options is 
recorded in deferred and prepaid expenses. 


The Corporation has entered into operating 
leases for certain premises. Lease terms are for 
a period of one to five years, expiring between 
December 1999 and October 2002. The 
Corporation has the option to renew most of 
these leases for additional terms of up to two 
years. Total lease payments expensed in the 
year ended July 31, 1999 were $621,661 

(1998 — $590,350). 


16. Uncertainty due to the year 2000 issue 


The year 2000 issue arises because many 
computerized systems use two digits rather 
than four to identify a year. Date-sensitive 
systems may recognize the year 2000 as 
1900 or some other date, resulting in errors 
when information using year 2000 dates is 
processed. In addition, similar problems may 
arise in some systems that use certain dates 
in 1999 to represent something other than 
a date. 


The effects of the year 2000 issue may be 
experienced before, on, or after January |, 2000 , 
and, if not addressed, the impact on operations 
and financial reporting may range from minor 
errors to significant systems failure that could 
affect an entity’s ability to conduct normal business 
operations. It is not possible to be certain that 
all aspects of the year 2000 issue affecting the 
Corporation, including those related to the 
efforts of customers, suppliers, or other third 
parties, will be fully resolved. 


17. Off balance sheet financial instruments 


The Corporation enters into interest rate 
hedging transactions to manage its funding costs 
and to implement asset/liability management 
strategies. These transactions are designed to 
reduce exposure to mismatches in revenue and 
expenses resulting from currency and interest 
rate fluctuations. These transactions include interest 


rate swap contracts, cross-currency interest rate 
swap contracts and currency Swap contracts. 


The Corporation also transacts foreign exchange 
forwards, swaps, and options with financial 
institutions with the objective of hedging currency 
exposure arising primarily from grain sales. 
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statements 


By hedging the currency exposure, risk arising from adverse currency movements is reduced. 


As at July 31, the total notional amount of these off balance sheet financial instruments, all either maturing 


or rate re-setting within one year, is as follows: 


Fair Credit 


Notional Fair 


Notional Credit 
Amounts Value Risk Amounts Value Risk 
Interest rate contracts _ ee 
Single-currency int.rateswaps $1,154,880 $ 251 $ 8,164 $1,395,786 $ 15,537 $ 100 
Cross-currency int. rate swaps 124,185 (145) 3,691 51,060 (5,160) 15,736 
Currency swaps 260,209 2,035 2,775 790,526 (2,877) 1,908 
gly eats 1,539,274 2, 141 14,630 2,237,372 = 7,500 17,744 ~ 
Foreign exchange contracts : De ant 
Forwards 663,477 2,462 5,878 911,988 (33,334) 209 
Swaps 124,759 5} 714 188,594 11 | 
Purchased options - - ~ 901,093 4,389 4,389 
Sold options - - - 450,546 (1,231) - 
ee aa ee a 788,236 2,465 6,592 2,452,221 (30,165) 4,609 — 
$2,327,510 $4,606 $21,222 $4,689,593 $(22,665) $22,353 _ 


The fair value of interest rate contracts refers to 
the net present value of expected future cash 
flows based on current market rates. These 
values have been derived using various method- 
ologies including net present value analysis and 
quoted market prices where available. The fair 
value of foreign exchange contracts refers to the 
market value of forward contracts and the 
replacement value of options contracts. These 
estimates of fair value are extensively affected by 
the assumptions used and as such, should not be 
interpreted as realizable values in an immediate 
settlement of the instruments. 


Credit risk is the risk of financial loss occurring 
as a result of default by a counter-party on its 
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obligations to the Corporation. A positive fair 
value indicates the Corporation’s exposure to 
counter-party credit risk. The Corporation 
manages its exposure to credit risk by contract- 
ing only with financial institutions having a credit 
rating that complies with the financial risk 
management guidelines approved by the Depart- 
ment of Finance. Master netting agreements are 
used to reduce the credit risk from potential 
counter-party default. The largest cumulative 
notional amount contracted with any institution 
as at July 31, 1999 was $1,024,284,000 

(1998 — $876,902,000) and the largest credit 
risk with any institution as at July 31, 1999 was 
$7,265,308 (1998 — $14,624,210). 
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18. Revenue 


($000’s, except tonnes) 
Disposition of grain a 
Shipped prior to July 3| 
Shipped subsequent to July 3 | 
Weight losses in transit and drying 
Total disposition of grain — 
Add grain sold to subsequent pool account 
Grosssales as 
Less sales used to value prior pool account 


Deduct cost of grain purchased from 
other than producers 


Revenue 


($000’s, except tonnes) 
J Disposition of grain ” 
Shipped prior to July 31 
Shipped subsequent to July 3 | 
Weight losses in transit and drying 
Total disposition of grain — 
Add grain sold to subsequent pool account 
Gross sales i ‘= nes 
Less sales used to value prior pool account 


Deduct cost of grain purchased from 
other than producers 


Revenue 


($000’s, except tonnes) 
Disposition ofgrain 
Shipped prior to July 31 
Shipped subsequent to July 3| 
Weight losses in transit and drying 
. Total disposition of grain ioe 
Add grain sold to subsequent pool account 
Gross sales . 
Less sales used to value prior pool account 


Deduct cost of grain purchased from 
other than producers 


Revenue 


Tonnes 


11 792 939 
846 128 
716 

12 639 783 
2 649 485 
15 289 268 
(2 703 488) 
12 585 780 


(73 054) 
12512726 


Tonnes 


3 739 357 
391 673 
972 
4 132 002 
1 203 801 
5 335 803 
(426 046) 
4909 757 


(5 118) 
4904 639 


Tonnes 


203 539 
16 567 
8 
220114 
121 893 
342 007 
(48 646) 
293 361 


(16 261) 
277 100 


Amount 


$ 2,409,387 
174,330 
2,583,717 
528,319 
3,112,036 
(526,193) 
2,585,843 


(11,820) 
$ 2,574,023 


Amount 


$ 826,174 
86,803 
912,977 
264,045 
1,177,022 
(93,618) 
1,083,404 


(1,163) 
$ 1,082,24 


Amount 


$ 26,139 
2,161 
28,300 
16,677 
44,977 
(4,818) 
40,159 


(1,811) 
$ 38,348 


Tonnes 


13 947 589 
931 417 

| 039 

14 880 045 
2 703 488 
17 583 533 
(2 297 689) 


15 285 844 


(84 739) 
15 201 105 


Tonnes 


3 807 048 
304 187 
2 166 
4113 401 
426 046 
4539 447 
(580 928) 
3.958 519 


(20 634) 
3 937 885 


Tonnes 


728 352 
35 222 
(173) 
763 401 
48 646 
812 047 
(548 089) 
263 958 


(1 998) 
261 960 
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Amount 


$ 2,868,954 
174,013 
3,042,967 
526,193 
3,569,160 


(444,691) 


3,124,469 


(14,534) 


~$ 3,109,935 | 


Amount 


$ 1,148,100 

90,127 

| 238,227 

93,618 
1,331,845 | 

(155,205) 

1,176,640 


(4,986) 


$ 1,171,654 


Amount 


$112,874 
3,062 
115,936 
4.818 


120,754 


(87,843) 


32,911 


(208) 
$ 32,703 


g 


statements 


($000’s, except tonnes) ‘Tonnes Amount Tonnes Amount 
Disposition of grain ae : ee 
Shipped prior to July 31 1 780 583 $ 309,656 2 044716 $ 397,887 
Shipped subsequent to July 3 | 157 900 26,244 230 072 47,730 
Weight losses in transit and drying - - - - 
Total dispositionofgran 8 =  —«1: 938483 335,900 (2274788 445,617 — 
Add grain sold to subsequent pool account 42741 7,168 59 065 10,910 
iGross sales) ee eee «| 981.224 343,068 = = 2333853 456,527 
Less sales used to value prior pool account (59 065) (10,910) (62 179) (12,381) 
i i ae §6| 922 159 332,158 2271674 444,146 © 
Deduct cost of grain purchased from 
other than producers (492) (67) (4 251) (756) 
"Revenue. = ee «61921667. $332,091 — eae me 44) ogee 


Weight losses in transit and drying includes losses _—_ Disposition of grain represents tonnes that are 


that occur during the transport of grain after shipped in a pool account prior to the comple- 
delivery to the Corporation by agents at terminal —_ tion of operations for that pool account or 
or mill position and losses that occur during weight losses in transit and drying, and is com- 
drying at terminal position. prised of the following: 
Designated | 
Wheat Durum Barley Barley Total | 
1998-99 _ EE ES aT ny 
Domestic 2 184 479 236 557 34076 370188 2825300 
Export 10454588 3894473 186030 1568295 16103 386 
Weight losses 716 972 8 = | 696 


12 639 783 4132002 220114 1938483 18930382 


1997-98 
Domestic | 873 107 222322 [13'344 297-275 2 506 048 
Export [3005899 3-888. 913 650 230 1977513 19522 555 
Weight losses | 039 2 166 (173) - 3 032 


14880045 4113401 763401 2274788 22031 635 — 
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19. Administrative and general expenses 


Administrative and general expenses are allocated as follows: 


Administrative and general expenses for the crop year $ 56,589 $ 52,100 
Less amounts allocated to: 
Preceding pool accounts related to administration of 


those pool accounts during the current crop year (21,746) (20,582) 
Provision for expenses related to administration of 

the producer payment accounts during the current crop year (295) (362) 

Balance applicable to current poolaccounts 34,548 31,156 


Add amounts allocated from estimated administration 
and general expenses for the subsequent crop year 
related to administration of the current pool accounts 


during that crop year 20,656 21,746 
Total allocated to 1998-99 pool accounts $ 55,204 
Total allocated to 1997-98 pool accounts $ 52,902 
Net allocation as follows: 
Wheat $ 35,214 $ 37,105 
Durum 13,802 9,617 
Barley 781 644 
Designated Barley 5,407 5,536 
$ 55,204 $ 52,902 


The administrative and general expenses that are charged to the current pool accounts include an allocation of 
costs that are expected to be incurred in the subsequent crop year. The purpose of this is to ensure that the 
current pool accounts reflect the costs of the marketing activities that take place after the end of the crop year. 


20. Grain industry organizations 


CWB share of operating costs of: 


Canadian Interntional Grains Institute (40 per cent share) $ 1,664 $ 1,577 
Car Allocation Policy Group (33.3 per cent share) 35 35 

$ 1,699 $ 1,612 

Allocated as follows: 

Wheat $ 1,084 $1,131 
Durum 425 293 
Barley 24 19 
Designated Barley 166 . 169 

$ 1,699 $ 1,612 


The Corporation’s share of operating costs of grain industry organizations is allocated to the current 
pool accounts based on relative tonnage. 


21. Comparative figures 


Certain of the prior year’s figures have been restated to conform with the current year’s presentation. 
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Greg Arason, President and Chief Executive Officer (CEO) 


Greg was CEO of Manitoba Pool Elevators (MPE) and past director of several grain and food 

operations including Prince Rupert Grain Ltd. and Can Amera Foods Ltd. Greg has been involved 

in the Prairie grain industry for more than 25 years and played a major part in guiding MPE 
successfully through several years of significant agricultural change. He was educated at the Univer- 
sity of Manitoba, and the Banff School of Advanced Management. 


Ken Ritter, CWB Chair, Director-elected (District 4) 


Ken operates a family farm in the Major-Superb area of West Central Saskatchewan. As well as 
farming, Ken has practiced law and taught school in Canada and Australia. His achievements 

} include designing and implementing The Saskatchewan Farm Security Act legislation, serving as 

’ Commissioner with the National Transportation Agency of Canada, and Chairing the Saskatchewan 

Surface Rights Arbitration Board. 


Betty-Ann Heggie, Director-appointed 


Betty-Ann is Senior Vice-President of the Potash Corporation of Saskatchewan. She has held 
positions of increasing responsibility within the corporation including Vice-President, Corporate 
Relations and Director of Marketing Services. Betty-Ann graduated from the University of 
Saskatchewan and is a member of several industry boards. 


David Hilton, Director-appointed 


David is a former Senior Vice-President, International Banking for the Bank of Nova Scotia. He has 
extensive experience at the most senior levels of government and business in the fields of 
international finance, aid and development and trade. David was born and raised in Alberta. He 

holds a degree in Commerce from the University of Alberta and in Law from Dalhousie University. 


Ross Keith, Director-appointed 


Ross is President and CEO of the Nicor Group (a property development firm) and a former 
partner in the MacLean, Keith law firm in Regina. He has degrees from the University of 
Saskatchewan in Arts, Commerce and Law. Ross is also President of Keith Farms — a third- 

generation family farming operation in southern Saskatchewan. 


James Stanford, Director-appointed 


James is President, Chief Executive Officer and a director of Petro-Canada. He joined Petro- 
Canada in 1978, rising steadily through its ranks to top management, after working for 19 years 
with Mobil Oil Canada. James sits on the Boards of Directors of Fortis Inc., Moore Corporation 

" Limited and Inco Limited. He graduated from Loyola College in Montreal and the University of Alberta. 


Art Macklin, Director-elected (District 1) 


Art operates a |,200-acre grain and cattle farm north-east of Grande Prairie, AB. Art has been 
active in farm, community and church activities for many years, having served as a director for 
local co-ops, President of the National Farmers Union, and Chair of the Advisory Committee to 

the CWB. In 1996, the Canadian Seed Growers Association awarded Art a long service certificate, 

in recognition of 25 years of successful pedigreed seed production. 


James Chatenay, Director-elected (District 2) 


James was born and raised in Alberta. After graduating from Olds Agricultural College, he re- 
turned to the family farm near Penhold, AB that he continues to operate today. His crop rotation 
includes wheat, barley, canola and peas. James participated in the first Charolais importation from 
France in 1965. He also acted as a French-language interpreter in France and Canada, served six 
years as Director of the Alberta Charolais Association and judged several Charolais shows including 
the National Show in Australia. 
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Larry Hill, Director-elected (District 3) 


Larry farms 5,200 acres near Swift Current, producing cereals, pulses, oilseeds and alfalfa. He 
obtained a degree in Agricultural Engineering (1965) and a Farm Business Management Certificate 
in Agriculture (1998) from the University of Saskatchewan. Previous experience includes working 
for Saskatchewan Agriculture and serving as a director on credit union and regional college boards. 
Since 1968, Larry has practiced various forms of conservation farming, such as the use of 
shelterbelts, direct seeding and an extended crop rotation. 


John Clair, Director-elected (District 5) 


John operates a 3,000-acre family farm near Radisson, SK, producing wheat, barley, durum, canola 
and peas. John has spent time as an Advisor to the CWB, Director of the Western Grain Re- 
search Foundation, Saskatchewan Wheat Pool delegate, a local school trustee, member of the 
Saskatchewan task force on transportation and local Co-op Board Director. 


lan McCreary, Director-elected (District 6) 


lan was born and raised on a mixed farm near Bladworth, SK, which he runs today. The farm 
includes a cow/calf operation and field production of peas, lentils, canola, wheat, durum, barley, 
flax and forages. lan has Bachelor’s and Master’s degrees in Agricultural Economics from the 
University of Saskatchewan, and worked as a marketing manager and policy analyst with the CWB. 


Micheal Halyk, Director-elected (District 7) 


Micheal operates a 3000-acre grain, oilseed, pulse, alfalfa, pedigreed seed and livestock operation 
near Melville, SK. Micheal has been involved in local, community, provincial and national organiza- 
tions including numerous agriculture policy groups, local credit unions, Saskatchewan Crop 
Insurance and the Advisory Committee to the CWB. 


Terry Hanson, Director-elected (District 8) 


Terry operates a family farm at Filmore, SK, producing wheat, barley, oats, oilseeds and pulses. 
He was Vice-chair of the Agriculture, Municipal Affairs and Highways Committees while serving as 
a member of the Saskatchewan Legislature. A 12-year veteran of the CWB Advisory Committee, 
he has been active in the local community as well as in farm policy development at federal and 
provincial levels. 


Bill Nicholson, Director-elected (District 9) 


Bill farms 4,000 acres near Shoal Lake, MB where his family produces cereals, oilseeds and pulse 
crops. Bill has a degree in agricultural engineering and has worked in the farm machinery industry. 
Bill has served on the Advisory Committee to the CWB, been a Manitoba Pool delegate and 
represented farmers on the Prairie Agricultural Machinery Institute Council. 


Wilfred Harder, Director-elected (District 10) 

Wilfred (Butch) has been on the Advisory Committee to the CWB for |2 years, a director with 
Manitoba Pool/Agricore for 12 years, and a Canadian Co-operative Association Director and 
Executive Member. He has also held directorships on the Western Co-op Fertilizers and XCAN 
Boards. Wilfred operates a 3,600-acre farm at Lowe Farm, MB, and a |,200-acre farm at 
Headingley, near Winnipeg, MB. He grows grains, oilseeds and alfalfa seed. 
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Head Office 

Winnipeg, Manitoba 

423 Main Street 

PO. Box 816, Stn. M. 
Winnipeg, Manitoba 

Canada R3C 2P5 

Phone (204) 983-0239 

Fax (204) 983-3841 

Telex 07-57801 

Web site http://www.cwb.ca 


Regina, Saskatchewan 
424 McDonald Street 
Regina, Saskatchewan 
Canada S4N 6E| 
Phone (306) 751-2690 
Fax (306) 751-2691 


Vancouver, British Columbia 
650 Marine Building 

355 Burrard Street 
Vancouver, British Columbia 
Canada V6C 2G8 

Phone (604) 666-2992 

Fax (604) 666-0293 

Telex 04-508862 


Tokyo, Japan 


3rd Floor, Toranomon No. || Mori Bldg. 


6-4, Toranomon 2- chome 
Minato-ku 

Tokyo 105-0001, Japan 
Phone 01 1-81-3-3519-2288 
Fax 01 1-81-3-3519-2287 


Beijing, China 

Suite 708, Tower B 

Beijing COFCO Plaza 

8 Jianguomen Nei Street 
Beijing, China 100005 

Phone 01 1|-86-10-6526-3908 
Fax 011-86-10-6526-3907 
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BARBADOS BELGIUM AND LUXEMBOURG BENIN BOLIVIA BOSNIA-HERZEGOVINA BOTSWANA BRAZIL BURKINA 
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INNOVATIVE MVIARKETERS, 


A Of ye see a PD 2 A 3 L De ta : 
\ MESSAGE FROM THE PRESIDENT/CEO 


his past year has been about standing up for farmers. As a Board of Directors made 


up of 10 farmer elected and five appointed directors, we have worked hard in 1999-2000 


to further your interests. Whether we are negotiating on transportation issues, developing 


producer payment options, fighting against EU and 


or running the CWB more efficiently, 
as a board and management team we make 


your priorities, our priorities. 


Over 6,000 farmers attended It’s Your Business 


to Customer and Go with the Grain tours, 


and their customers. These meetings as well as 


the Moving Up Market conference give staff and 


Ken Ritter 
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U.S. subsidies, defending against U.S. trade actions, 


To be sure we are on track, we meet with farmers. 


This past year we have consulted as never before. 


Directors’ meetings. We met with organic farmers. 


Directors and staff met with farmers at Combine 


and Customer Connection meetings—all programs 


we offer for farmers to learn about grain marketing 


directors the opportunity to learn more about your 

concerns about the industry and grain marketing. 
You have been asking for change, and we have 

responded. Beginning with electing farmers to the 


board, we became more accountable. To increase 


accountability to farmers, we invited the Auditor General of Canada to audit operations and initiated 
a process to benchmark marketing performance. We became more flexible by creating producer 
payment options. And we developed a new policy for new generation co-operatives wishing to 
develop value-added enterprises. 

In a climate of low world prices and high input costs, farming is a tough business. You want 
to know that the CWB is making the most for you. Selling your grain—all of it—at the best 
possible prices on the world market is the number one goal. In 1999-2000 sales revenue exceeded 
$4.5 billion, an increase of 12 per cent from last year. Our share of the world wheat market went up 
from 13.8 per cent to 16.7 per cent. Our share of the world barley trade increased over three 
per cent to 9.7 per cent. The CWB maintained Canada's position as the dominant durum wheat 
exporter with over 60 per cent of world durum trade. 

Selling your grain. Improving your cash flow. Providing options. Returning profits. 

Being accountable. These are our commitments to farmers. This report will highlight some 

of the ways we are standing up for you in a competitive and tough marketplace, and show how 
we have changed to respond to your changing needs and views. Providing more information than 
most publicly traded companies, the financial disclosure in this annual report is our testament 

to accountability. 

As a Board of Directors and a management team 
working closely together, we have restructured 
the CWB to confront a new reality in agriculture. 
Led by a new strategic vision for 1999-2000, 
we have begun the new millennium with bold 
initiatives that we hope will create an era that 
builds on our strengths, increases your support, 
and contributes to your prosperity as a western 


Canadian grain farmer. 
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“GOALS 1999-2000 and 200001 


To attract, develop and retain markets 
by delivering quality products and service 
to customers worldwide 


To provide and demonstrate to Prairie 
farmers the competitive advantage of 
single-desk selling of wheat and barley 


To demonstrate that the CWB is controlled 
by Prairie farmers 


To demonstrate accountability to Prairie 
farmers by seeking out, listening to and 
responding to their concerns 


The Canadian Wheat Board 


| 


Ongoing Market Development projects 

in wheat, durum, and malting barley 
Creation of CWB biotechnology strategy 
and leadership in the industry 
Implementation of the Canadian Malting 
Barley Technical Centre 

Creation of long-term grain global supply- 
demand forecast, as a basis for a long-term 
marketing plan 


Benchmarking initiatives were explored to 
determine the value of the single desk and 
to measure performance 


First annual strategic planning session 
by the Board of Directors in fall of 1999 

A review of communications between the 
CWB and federally elected government 
officials 


Creation of producer payment options 
Establishment of Farmer Relations area 
at the CWB 

Expansion of farmer meetings and 
communications with farmers; 

expansion of Web site 

Financial results issued to farmers through 
the annual report and Grain Matters 

CWB election regulations and procedures 
reviewed, and recommendations made 
to the federal government 
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To be transparent by providing Prairie farmers 
with information, including market-related 
information, that does not jeopardize the 
competitive and commercial position of 
the CWB 


To provide equitable opportunity for Prairie 
farmers to access world grain markets 


To distribute returns to Prairie farmers in 

a manner consistent with the relative value 
of their products through mechanisms that 
strive for fairness and equity 


To operate in a manner that encourages 
value-added initiatives on the Prairies 


To maintain a healthy and safe work 
environment and provide employees 
opportunities for personal growth and 
professional excellence in an equitable 
manner that respects diversity 


To actively represent Prairie farmers’ 
interests on relevant issues to governments 
and industry 


To provide industry leadership to 
achieve the most efficient handling 
and transportation system 
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* Establishment of a CWB Information Policy 
* Support of the Auditor General of Canada 
in the Special Audit of the CWB 
° Comprehensive financial reporting 
in the 1999-2000 Annual Report 


° Comprehensive review of the grain 
delivery policy and system 


e Paying farmers for finer protein 
increments in wheat 


e Assisting value-added enterprises 
with information 

° Consultations with organic industry 

° New Generation Co-op policy 


° Employee survey conducted 
° Employee pension plan reviewed 


e Advocacy for farmers in transportation 
policy changes 

° Participation in Multilateral WTO 
Trade Discussions 

° Bilateral Canada-US Trade Strategy 
Plan developed to improve dialogue 
with government 


° Reduction of farmer costs through further 
commercialization of the grain handling 
and transportation system 
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The CWB has a world-wide reputation for dependability. High quality, 
consistent products, technical service and expertise, and going the extra mile 
for the buyer makes Canada first choice in key markets. 


Market development 

Finding out what customers want and 
developing varieties that meet their processing 
needs requires extensive research. The CWB's 
Sales and Market Development department 
is devoted to working with customers, 
plant breeders, the Canadian International 
Grains Institute (CIGI), the Canadian Grain 
Commission (CGC), the Canadian Malting 
Barley Technical Centre (CMBTC) and other 
industry partners to make western Canadian 
wheat and barley first choice with customers 
around the world. 


Market Development for wheat 

Canada is the largest trader of hard red 
spring wheat in the 
world, To continue 
to meet customer 
demand and expand 
markets, the CWB 
has been working to 
develop and test 
different wheat 
varieties, AC Crystal, 
a Canada Prairie 
Spring Red wheat 
variety, and AC Vista, 
a Canada Prairie 
Spring White wheat 
variety, have been 
favorably tested by 
off shore customers. AC Vista has potential 
in Asian noodle markets and in Latin America, 
and AC Crystal is a high yielding wheat that 
can compete with hard red winter wheats 
with lower protein. New Hard White Spring 
wheat varieties are being developed to meet 
customer needs and to provide new production 
opportunities to growers. 

There are increasing pressures to expand the 
range of products beyond what the conventional 
wheat quality control system can support using 
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Kernel Visual Distinguishability. In response, 
the CWB has led the development of a proposal 
for a “non-Visual Quality Segregation System” 
designed to enhance the current system and 
to continue to provide customers with high 
quality uniformity in Canadian wheat shipments. 


Barley opportunities 

To enhance market growth in malting 
barley, the CWB spearheaded an initiative to 
establish a Canadian Malting Barley Technical 
Centre (CMBTC). The purpose of the CMBTC is 
to provide technical marketing and research 
support to CMBTC members, domestic clients 
of the Canadian malting barley industry and 
export customers on a fee-for-services basis. 
State-of-the-art 
pilot malting, pilot 
brewing and laboratory 
equipment will be 
installed at CMBTC 
in the spring of 2001. 
The pilot-scale malting 
and brewing facility 
will demonstrate the 
suitability of new 
varieties for specific 
markets, will facilitate 
technical support to 
them and will provide 
market-related guidance 
to Canadian researchers 
and malting barley breeders. The CWB led 
an implementation committee to establish 
the CMBTC. It is on the new board of directors 
and is providing about $1 million towards 
start-up capital. Expert malting and brewing 
staff have been recruited and further technical 
staff will be added as the centre becomes fully 
operational. 

To further build malting barley opportunities, 
CWB Market Development gave high priority 
to market development and technical support 
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for the sales of new malting barley varieties. 
Customers from China attended special programs 
at the CWB and CIGI. New malting barley 
varieties—AC Metcalfe, CDC Kendall and 
CDC Stratus—were shipped to China, and a 
technical malting expert was hired to assist 
customer support. 

A CWEB-led technical team is working 
with Japanese barley tea processors to test 
Canadian barley varieties for expanding 
markets. There are markets for other barley 
food products and Canadian barley varieties 
are being tested for suitability for these 
niche markets. 


Durum successes 

Western Canada is number one in the 
world durum wheat industry, with about 
60 per cent of world durum trade. To maintain 
and increase market share, the CWB has 
targeted expanding durum markets and is 
working with CIGI on developing new durum 
varieties. The CWB invested $1.8 million in 
the new pilot pasta plant at CIGI. The plant 
simulates pasta-making processes in different 
markets around the world, and can evaluate 
newly developed durum varieties. Domestic and 
international pasta makers are able to work 
with the CWB and CIGI to develop products 
using Canadian durum and spring wheat 
for expanding pasta markets. A number of 
international customers have already attended 
durum programs using the pilot pasta plant 
to learn about and evaluate new durum 
varieties. 

. Partnerships are key in turning research 
into sales. To further develop markets, the CWB 
led the organizing of the Durum Product 
Interest Group, formed to prioritize durum 
research needs. This year, the group identified 
the need to test the effects of sprouted grain 
on pasta making. The CWB has worked closely 
with durum breeders to help them understand 
international customers’ needs. In 1999-2000, 
the CWB offered farmers a $5 per tonne premium 
to grow AC Navigator with over 12 per cent 
protein. Growers are encouraged to closely 
manage soil fertility to produce the higher 
protein levels critical in satisfying 
customer demand. 
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Variety survey 

The CWB conducted an extensive 
variety survey, in which over 23,000 farmers 
participated. The survey is useful to many 
people interested in knowing what wheat 
and barley varieties are being grown on western 
Canadian farms. Wheat and barley breeders 
want to know where their varieties are being 
grown because they want to find out whether 
the agronomic strengths of those varieties are 
proven in the regions where the variety was 
expected to be popular. Farmers want to know 
from a neutral source what the newest varieties 
are; the CWB, grain companies and customers 
are interested because the information can 
give some idea of evolving end-use quality 
characteristics. 


CWB Biotechnology strategy and 
Automated Quality Testing (AQT) Inc. 
initiative 

The CWB has developed a strategy for 
genetically modified grains that safeguards 
customer and farmer needs and at the same 
time recognizes the potential benefits that 
biotechnology can offer. Taking a leadership 
position in the western Canadian grain industry, 
the CWB has developed a position statement 
on biotechnology (posted on our Web site). 

Many wheat customers worldwide have 
expressed to the CWB strong concern regarding 
negative consumer reaction to transgenic 
food ingredients. The CWB's position is that 
transgenic varieties of wheat should not be 
registered for commercial production until 
these important concerns can be addressed. 
Unless there is an evolution to widespread 
consumer acceptance, what would be required 
is a rigorous segregation system that ensures 
the CWB's ability to meet certain customers’ 
needs with shipments that satisfy maximum 
tolerances for GMOs. 

The CWB is working with the industry to 
design the production and handling practices, 
documentation and testing protocol required 
to segregate GMO from non-GMO wheat to 
meet customer requirements. An important 
part of that segregation system is the ability 
to accurately, quickly and economically test 
for the presence of GMO varieties. 
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To that end, the CWB is working with the 
CGC and the industry on an Automated Quality 
Testing (AQT) Inc. initiative to develop technology 
that will not only be able to recognize genetically 
modified grains, but will also identify other 
grain quality characteristics. The AQT initiative 
is supported by the CGC, with funding from 
Agriculture and Agri-Food Canada and industry 
partners. The CWB is providing $1.5 million 
over five years. 


Revenue and exports increasing 

In 1999-2000 combined pool account sales 
were over $4.5 billion, up 12 per cent from 
1998-99, placing the CWB as Canada’s third 
largest exporter (sales revenue). The CWB 
exported about 21 million tonnes of grain, 
up over 25 per cent from the 16.1 million 
tonnes exported in 1998-99. 

Canada’s market share of wheat trade 
rose three per cent to 17 per cent in 1999-2000. 
The CWB provided 60 per cent of the global 
bulk durum trade and the Canadian share 
of total world barley trade increased three 
per cent to 9,7 per cent. 


Strong domestic industry 


Demand for non-durum wheat for use 
by the Canadian domestic industry remained 
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strong with an estimated 2.1 million tonnes 
sold by the CWB, compared to 2.2 million 
tonnes in 1998-99. As well, the domestic 
industry purchased over 1.1 million tonnes 
of designated barley and was the top buyer 
in 1999-2000. 


Major buyers 

For the first time, Iran was the largest 
volume buyer of Canadian non-durum wheat, 
importing 3.3 million tonnes during the year. 
Japan continued to be a major buyer of 
CWB non-durum wheat, feed barley and 
designated barley. Sales of designated barley 
to the US. increased slightly. China's growing 
malt industry boosted CWB sales of designated 
barley to 428 000 tonnes. Sales of non-durum 
wheat and malting barley to Mexico also 
increased. Saudi Arabia, the United Arab 
Emirates and Republic of Korea all purchased 
feed barley in 1999-2000. 

As in 1998-99, the CWB's largest durum 
customer for 1999-2000 was Algeria at almost 
1.5 million tonnes. Morocco was the second 
biggest buyer at 472 000 tonnes. The CWB 
shipped 360 000 tonnes of durum to Venezuela 
in 1999-2000. 

The Canadian domestic and United States 
durum markets remain important to the CWB 
with sales of 298 000 and 292 000 tonnes 
respectively. 


Long-term forecast 

In 1999-2000, the CWB issued a global 
grain production and trade forecast covering 
the five-year period from 1998-99 to 2003-04 
and ten years to 2008-09. The predictions 
take into account production, consumption 
and price trends, macroeconomic factors 
and agricultural and global trade policy 
developments. This forecasting effort helps 
the CWB to identify emerging production 
and consumption trends and the resulting 
impact on world grain trade patterns, 
and is the basis for the long-term 
marketing plan. 

Overall, the outlook points to increasing 
global demand for all grains handled by 
the CWB, including wheat, durum wheat, 
feed barley and designated barley. 
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The Board of Directors and management of the CWB are committed to 


being accountable to farmers, A number of initiatives in 1999-2000 were 


undertaken in order to enhance accountability and communication. 


Review by Auditor General 

The Board of Directors initiated a special 
audit of CWB operations by the Auditor General 
of Canada. The CWB worked with the Auditor 
General's office to establish terms of reference 
for the review process. Preparation for the 
initiative took place in 1999-2000, with the 
examination beginning in the summer of 2000. 
The review will be conducted over a one-year 
period with a report to be presented within 
three months of completion to the Board 
of Directors. 


Benchmarking initiatives 

In 1999, the Board of Directors directed 
CWB management to 
gather data and develop 
performance benchmarks 
to measure the effective- 
ness of marketing and 
business operations in a 
number of areas. CWB staff 
provide the Board of 
Directors with data and 
information to monitor 
CWB performance on an 
on-going basis. 


Information Policy 

In 1999-2000, the CWB developed a new 
Information Policy, launched in December 2000. 
It gives guidelines for providing information 
to farmers and the public. The Information 
Policy is designed to enable farmers to make 
a meaningful assessment of CWB performance, 
to provide farmers with information useful to 
their operations and to ensure that farmers and 
the CWB's strategic and commercial interests 
are not placed at a competitive disadvantage 
by any information release. The CWB currently 
discloses information through news releases, 
the annual report, Pool Return Outlooks, the 
Web site, a bi-monthly newsletter to farmers 
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called Grain Matters, and other publications. 
The CWB provides more information than most 
publicly traded companies. The Information 
Policy is posted on the Web site. 


Board of Directors’ communications 
and meetings with farmers 

The Board of Directors adopted a Communi- 
cation Policy to recognize the importance 
of the director's role in communicating with 
farmers. The Board has made efforts to increase 
the ways in which they can interact with 
farmers. Over the past year, they have held 
Board of Director meetings in Red Deer, Regina, 
and Brandon, which included receptions for 
farmers. In the spring 
of 2000, the Board 
hosted approximately 
6,000 farmers at 41 
It’s Your Business 
supper meetings across 
the Prairies, providing 
farmers with another 
avenue to express their 
views on CWB policies 
and issues. 

In 1999, the CWB 
held its annual Moving 
Up Market conference in 
Saskatoon, focusing on organic marketing 
opportunities and challenges. Following the 
conference, the CWB held meetings with organic 
farmers and revisited CWB policy 
on organics (see page 15). 

Farmers attended Customer Connection 
meetings, as well as Combine to Customer and 
Go with the Grain tours. These programs give 
farmers the opportunity to learn more about 
the needs and requirements of our international 
customers, as well as how the grain marketing 
industry functions. Just as importantly, the CWB 
gets a chance to hear the views and concerns 
of farmers. 
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To further enhance accountability to 
farmers, in 1999-2000 the Board of Directors 
approved a restructuring of the CWB to create 
a Farmer Relations area, designed to build a 
stronger, more direct connection with farmers. 


In the fall of 1999, the Board of Directors 
reviewed CWB election procedures and recom- 
mended changes. One of the many implemented 
recommendations was the provision for a 
manual recount when a tie occurs during 
the voting process. 


During the 1999-2000 crop year, the CWB 
expanded the content of its Web site to include 
market and weather reports, speeches by 
senior officials, weekly bulletins, updates on 
grain transportation issues and position papers 
on world trade and genetically modified 
organisms. An Ipsos-Reid survey revealed that 
the CWB Web site was the most visited for 
agricultural information among western 
Canadian farmers. 
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Norm Cobb speaking to an Australian farmer group at the Windows to World Markets crop plot sit 


hile: 


Farmers receive information from the CWB 
through a number of venues. The bi-monthly 
newsletter Grain Matters gives farmers an update 
on new policies, issues, market developments 
and events related to grain marketing. The CWB 
also produces the Grain Marketing Report, 

Go Malting (a malting barley newsletter), 
participates in trade shows, and organizes 
tours of the crop plot demonstration sites, 
Windows to World Markets. 
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The CWB Board of Directors wants to make sure that western Canadian 


farmers have choices available to meet their individual needs in grain 


marketing. A variety of new programs are designed to provide flexibility 


while still ensuring a strong pooling system. 


Producer payment options 

The CWB launched a pilot program in April 
2000 to provide farmers the flexibility to lock in 
a fixed price or basis for Canada Western Red 
Spring (CWRS) wheat before the beginning of 
the crop year. The fixed price was calculated 
using the Pool Return 
Outlook (PRO) for 
CWRS wheat, 13.5 per 
cent protein, basis in 
store Vancouver/St. 
Lawrence, minus a 
discount for risk, 
administration and the 
time value of money 
(interest). The basis 
equaled the fixed price 
minus the Minneapolis 
futures price adjusted 
to Canadian dollars 
per tonne. With the 
implementation of 
these programs, 
new choices became 
available to farmers 
to provide payment 
flexibility while main- 
taining the integrity 
of the pooling system. 

The CWB also 
established a contingency 
fund for each of the 
producer payment 
option programs. 
This ensures that 
the costs and risks 
associated with individual payment options 
are separately identified and accounted for 
independently of pool account operations. 
The Board also approved work to continue 
the expansion of the pricing options to include 
additional classes of wheat, other grains and 
other enhancements. 
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CWB value-added initiative and 
New Generation Cooperatives policy 

In 1999-2000, the CWB completed a review 
of its competitive North American domestic 
pricing policy and developed a policy to 
serve New Generation Cooperatives (NGC). 
These policies have 
been developed in 
conjunction with existing 
and prospective domestic 
processors. In 2000-01, 
the CWB will conduct 
a comprehensive study 
of the North American 
pasta market. The CWB 
will provide existing and 
potential value-added 
operations with informa- 
tion from the study to 
assist with the develop- 
ment of feasibility 
studies. 

The NGC policy 
respects the integrity 
of the basic pooling 
principles that ensure 
all farmers share equally 
in sales to premium 
markets. The NGC policy 
builds on the CWB's 
Domestic Human 
Consumption (DHC) 
pricing policy which 
assures all Canadian 
processors of milling 
wheat, durum and 
malting barley that they have access to the 
highest quality input products in the world 
at competitive North American prices. 
The pricing policy places all processors 
on an equal footing. 

Members of NGCs purchase their stocks of 
wheat, durum or malting barley from the CWB. 
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The farmer members of a NGC have the option 
of a fixed price contract to enhance cash-flow at 
the time of delivery to the processing plant. 
Under the fixed price contract, farmer 
members of a NGC are entitled to receive 
the full pool value of their grain at the time 
of delivery to the NGC. Members also have 
the option of staying in the regular CWB pool 
account. There are no CWB delivery restrictions 
on NGC members delivering their grain to 
their processor. 


Organic policy 

The CWB began a review of the organic 
policy in 1999-2000. In the spring of 2000, 
the CWB published a discussion paper on the 
marketing of organic grains and invited the 
organic industry to make submissions responding 
to the alternatives outlined. Following this 
process, six meetings were held across the 
Prairies. Staff and directors met with organic 
farmers to discuss the current system and the 
Producer Direct Sale (PDS) and look at ways 
the CWB could add value to the industry. 
In December 2000, the Board of Directors made 


the decision to simplify the PDS program for 
organic farmers. They will be able to conduct 

a PDS transaction directly with the CWB rather 
than going through elevators, who charge an 
administration fee of $5 per tonne and up. 
In addition, organic farmers will have the 
option of obtaining credit from the CWB 

up front on their sale to improve cash flow. 


Spring credit advance program 

In March 2000, the federal government 
announced the “Spring Credit Advance Program” 
to help farmers with planting. This initiative 
was part of an effort to assist farmers during 
this period of low grain returns. The CWB 
administers the wheat, durum, and barley 
advances on behalf of the Government of Canada. 


Paying farmers for finer protein 
increments in wheat 

Protein payments based on one-tenth 
percentage protein for Nos. 1 and 2 CWRS from 
12.0 to 15.0 per cent protein and Nos. 1 and 2 
CWAD from 12.5 to 14.0 per cent protein were 
implemented for the 1999-2000 crop year. 
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The CWB is committed to reducing costs and increasing returns to producers. 


Whether in transportation, human resources, or technology, improving 


efficiency is a key business objective. 


Reduction of farmer costs through 
further commercialization of the grain 
handling and transportation system 

A key objective of the CWB is to refine the 
grain handling and transportation system to be 
more commercial and competitive in order to 
benefit farmers. This commercialization process 
was mandated through the revised Canadian 
Transportation Act and the Memorandum of 
Understanding between the Government of 
Canada and the CWB. 

The reform 
package ensures 
that the CWB 
can negotiate its 
overall car supply 
requirements 
with the railways. 
This puts farmers 
in a position to 
secure railway 
capacity to meet 
sales commit- 
ments without 
relying on grain 
companies for car 
supply. Given this 
starting point, 
the CWB is 
committed to 
offering commercial tenders for the movement 
of wheat and barley that improves returns 
for farmers. 

In addition to tenders, the CWB strives 
to increase farmers’ returns by negotiating 
competitive contracts for the movement and 
handling of grain. These initiatives include 
negotiated summer and winter programs for 
direct rail to Quebec City, terminal handling 
agreements with Mission Terminal at Thunder 
Bay and with OmniTRAX at Churchill, and 
competitive bids for shipments to and trans- 
shipments through the U.S. 
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Organizational restructuring 

The CWB is working to ensure that staff 
have the skills and expertise required to carry 
out current and future business objectives 
efficiently and effectively. 

In order to provide organizational 
restructuring opportunities, the CWB offered 
its employees an early retirement package 
(see below). The CWB used the departures as an 
opportunity to amalgamate Country Services 
and Transportation into one department. 
Combining the 
two departments 
streamlines opera- 
tions and provides 
faster reactions 
to the changing 
transportation 
environment. 

The CWB 
created the depart- 
ment of Farmer 
Relations to ensure 
farmers’ views are 
heard and acted 
upon, The area will 
include current 
staff from Farm 
Marketing Services, 
the 1-800 call centre 
and the Farm Business Representatives (formerly 
called Area Representatives). 


Grain delivery policy review 

Every year the CWB reviews the grain 
delivery and handling system to ensure that it 
meets farmer and industry needs. In 1999-2000 
the delivery policy review showed grassroots 
support for CWB contracting and other services 
to enhance farmers’ delivery acces and marketing 
opportunities. Farmer input was received from 
six focus meetings where malting barley issues 
were explored. 
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The Malting Barley Industry Group, which 
includes the CWB, grain companies, the CGC, 
maltsters, and the Western Barley Growers 
Association, initiated two changes to support 
malting barley delivery policy. First, when farmers 
pay liquidated damages that have been assessed 
through failure to deliver grain under contract, 
the proceeds will be shared between the CWB and 
the grain company that selected the barley. 
Second, the group rejected the use of pre-harvest 
glyphosates and desiccants in barley because of 
customer preferences, 


Human Resources 

In May 2000, the CWB hired a new 
Vice President of Human Resources. Human 
Resources (HR) in partnership with the executive 
group and business units, provide leadership in 
the development of innovative HR practices and 
policies that enable the organization to achieve 
corporate goals and objectives. 

Over the past year, HR has been working on a 
number of new or ongoing initiatives. A review of 
the pension plan is underway to offer flexibility to 
employees while effectively managing costs for 
the organization. To reduce costs and support 
organizational restructuring and redesign, an 
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Early Retirement Incentive Program was offered 
to 90 employees. This resulted in 52 employees 
opting for the program. 


Investigating e-business 

In 1999-2000 the CWB formed a committee 
to look at the potential of conducting business 
with farmers electronically via the Internet. 
The committee developed a strategy for investi- 
gating e-business, identified projects and 
conducted farmer focus group meetings. In the 
focus groups, farmers said the things of most 
interest to them would be permit applications 
and delivery contracts via the CWB Web site. 
Farmers also were interested in the idea of 
the CWB providing a portal or link to other 
businesses from whom they could access services 
on-line. Implementation of e-business proposals 
continue in 2000-01. 


Addressing the Year 2000 challenge 

There were no significant CWB computer 
system failures and no significant disruption in 
services from suppliers. This was a very demanding 
initiative requiring repair or replacement of many 
software and hardware systems. The Year 2000 
initiative was fully successful and is now complete. 
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The new governance structure of the CWB has created more opportunities 


for the CWB to stand up for farmers. Advocating for farmers in trade and 


transportation has been key in the last year. 


Government relations 

With many important issues facing farmers 
from international trade negotiations to the 
future of genetically modified organisms on the 
farm, it is important that farmers’ voices be 
heard as government formulates trade policy 
and domestic 
legislation. 

The directors 
and CWB staff 
continue to meet 
with elected 
officials within 
the Prairie 
provinces and 
the federal 
government 

to make the 
Board's position 
known on 
issues that 
affect farmers 
and the CWB's 
marketing 
mandate. 

The CWB 
submitted two 
grain marketing presentations to the Government 
of Canada. The first was a presentation to the 
House of Commons Standing Committee on 
Agriculture and Agri-Food on its Farm Income 
Study. The presentation indicated the negative 
impact of foreign subsidies on the market 
prospects for western Canadian farmers. 

The CWB also appeared before the Standing 
Committee on Transport on the amendments to 
the Canadian Transportation Act (Bill-34), an Act 
to reform the grain transportation system in 
Canada. The presentation included the need 
to ensure the competitiveness of Canada’s rail 
system to meet customers’ needs around the 
world while at the same time protecting the 
interests of farmers. 
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Churchill freight advantage rebate 

The CWB worked in consultation with 
farmers of the Hudson's Bay Route Association 
to create the Churchill Freight Advantage 
Rebate. This program ties the freight savings 
received by farmers in the Churchill catchment 
area more closely 
to actual grain 
shipments 
through Churchill. 
By incorporating 
the limited 
shipping season 
and number of 
grades that move 
through port, 
the program has 
increased the per- 
tonne payment 
to farmers who 
grow wheat that 
is exported 
through Churchill. 
The added 
efficiency and 
precision of the 
program has 
increased payments without affecting payments 
received by farmers in other parts of the Prairies. 
Since the program's payments are based on 
shipping records finalized after freeze-up, 
the program pays farmers in the form of 
a rebate. 


Trade issues 

The CWB works with Agriculture and Agri- 
Food Canada (AAFC) and the Department of 
Foreign Affairs and International Trade (DFAIT) 
to ensure that the interests of wheat and barley 
farmers are represented in trade discussions. 
CWB staff and directors attended agricultural 
policy meetings at the World Trade Organiza- 
tion (WTO) talks in Seattle, Washington, 
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November 1999, to promote the interests of 
wheat and barley farmers. The CWB consistently 
speaks out on the unfair, price distorting EU 
and US. subsidies that continue to disadvantage 
Canadian farmers. The CWB’s goals in the 
international trade arena are to protect and 
expand access to markets, to work towards fair 
competition and to protect western Canadian 
farmers’ rights to market through a single desk. 
The CWB's marketing activities were 
scrutinized for the eighth time by the U.S. when 
the U.S. Department of Commerce investigated 
anti-dumping and countervailing duty petitions 
filed by the U.S. Ranchers-Cattlemen's Action 
Legal Fund (R-CALF). The petition called for 
the U.S. government to impose trade restrictions 
on imports of Canadian cattle. The petition 
claimed the CWB acts as a subsidy to Canadian 
cattle farmers by restricting feed barley exports, 
thereby keeping domestic barley prices artificially 
low. The U.S. determined that the operations 
of the CWB did not provide an indirect 
countervailable subsidy, nor was there a 
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consistent pattern of Canadian prices being low. 
The CWB worked closely with the defense team 
to provide information for the case. 

In spring of 2000, the U.S announced it 
would be seeking a ninth investigation on 
CWB marketing. In the fall of 2000, the North 
Dakota Wheat Commission filed a Section 301 
petition against the Canadian Wheat Board 
alleging "anti-competitive Canadian trade 
practices”. The CWB has filed a rigorous 
defense of the allegations. The CWB continues 
to work to defend Canadian farmers’ right to 
a single desk marketing system. 

In spite of these trade actions, the CWB 
is still trying to improve overall relations 
between Canada and the U.S. as they relate 
to the CWB. Initiatives to increase dialogue 
in 1999-2000 include a tour of the CWB by 
U.S. congressional staff in November 1999, 
and attendance at several U.S. farm meetings 
and conferences. The CWB also invites U.S. 
farmers and industry representatives to 
Canadian grain conferences. 
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OF FINANCIAL CONDITION AND RESULTS OF OPERATIONS 


Global supplies 

A large western Canadian wheat, durum 
and barley exportable surplus combined with 
abundant wheat and coarse grain supplies 
among the other major exporting countries 
ensured that the competitive global trade 
environment experienced in 1998-99 would 
continue for another year. Although world 
wheat, durum and barley supplies were 
expected to tighten, stronger import demand 
projections could not absorb the large stocks 
still held by the major exporting countries. 

World wheat stocks going into the 1999- 
2000 crop year were down 2.3 million tonnes 
from the previous year to 136.3 million tonnes. 
Despite this decrease, prices remained under 
heavy pressure as the wheat stocks in the 
major exporting countries at the beginning of 
1999-2000 had increased almost 12 million 
tonnes from the previous year to a burden- 
some 53.2 million tonnes. Over half of this 
increase in year-over-year beginning stocks 
occurred in the U.S. alone. Weak prices in 
the spring of 1999 sent a signal to producers 
worldwide who responded with a 20.5 million 


Global wheat supply and demand 
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acre reduction in wheat area. However, the 
major exporting countries accounted for only 
3.2 million acres of this decrease. As a result, 
despite initial indications of a significant 
drop in global wheat production in 1999-2000, 
prices were not forecast to recover to any 
great extent. 

Durum producers faced a similar situation 


going into 1999-2000. World durum prices 


were suppressed by forecasts that suggested 
opening stocks in major exporting countries 
would be more than double those of the 
previous year. As a result, area sown to 
durum in the major exporting countries fell 
by two million acres as producers in Canada 
and the U.S. responded with significant 
acreage reductions. Conversely, producers in 
the EU, who were effectively insulated from 
world prices by their internal subsidy regime, 
did not respond. 

World barley stocks going into 1999-2000 
were also significant. Although estimated 
global carryout in 1998-99 was projected to 
fall two million tonnes from the previous 
year to 30.3 million tonnes, opening stocks 
in the major exporting countries were set to 
increase in 1999-2000. Following a year of 
extremely low barley prices, global barley 
area fell by 12.4 million acres, 5.1 million of 
which were taken out of production in the 
major exporting countries. 


The western Canadian response 

The prospect of durum prices being low 
relative to wheat prices at seeding time 
caused producers to seed more spring wheat 
in 1999 than they did in the previous year, 
increasing western Canadian spring wheat 
acreage 10 per cent from 18.4 to 20.3 million 
acres. Durum acreage fell almost 40 per cent 
from 7.3 million acres in 1998 to 4.4 million 
acres in 1999 while winter wheat acreage fell 
only slightly from 235,000 acres to 220,000 acres. 
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Barley acreage also fell from 10.5 million acres 
to 10.1 million in 1999. Compared to 1998, 
combined wheat, durum and barley acreage 
was down four per cent in 1999. Some of 
this production area was transferred to other 
crops while some was taken out of production 
completely because of low prices and poor 
weather conditions. 


Growing the crop 
Seeding conditions 

Seeding in Western Canada was generally 
later than normal in 1999 as cool conditions 
and abundant rainfall slowed progress. In the 
month of May, precipitation over the southern 
prairies was significantly above normal, 
while amounts in northern regions were 
closer to normal. Temperatures in May were 
cool with most Prairie locations reporting 
deviations of one to two degrees Celsius 
below normal. These conditions resulted in 
slow seeding progress and serious planting 
delays in some regions. The areas that 
experienced the most severe delays were 
southeastern Saskatchewan and southwestern 
Manitoba, where above normal snowfall 
and excessive precipitation combined to limit 
seeding progress. The wet conditions continued 
through the month of June, resulting in 
significant abandonment of cropland in 
southwestern Manitoba and southeastern 
Saskatchewan. 

In southern Alberta and southeastern 
Manitoba, producers managed to seed most 
of their crops early in May, before the heavy 
rainfall started. The Peace River region also 
began its growing season earlier than normal 
due to dry, warmer than normal spring 
weather. As a result of the prolonged seeding 
period and dramatic regional difference in 
seeding dates, crop development stages 
varied greatly throughout the growing season. 


The growing season 

Wet conditions persisted through June 
across most of the Prairies. In areas where 
crops were emerging, these soil moisture 
levels resulted in above average stands with 
excellent yield potential. Later seeded crops 
had difficulty in handling the excess moisture, 
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and the resulting stands were poorer than 
the earlier seeded crops. The frequent rainfall 
pattern continued through July, which helped 
to maintain crop conditions. Temperatures 
remained cooler than normal through June 
and July, with stations reporting monthly 
averages ranging from 0.5 to three degrees 
Celsius below normal. The coolest temperatures 
were reported in the western regions of 
the Prairies. August brought a change in the 
weather as the rains tapered off and tempera- 
tures climbed to normal or above normal levels 
across the Prairies. The warm temperatures 
helped encourage crop development, although 
most regions were still 10 to 15 days behind 
normal development at the end of the month. 
The only exception to the wetter than 
normal conditions in June and July was the 
Peace River region of Alberta. This region 
received below normal precipitation during 
June, which caused stress to developing 
crops. Dry conditions persisted through 
July and August, reducing yields significantly. 


The harvest 

The lateness of the crop across the 
Prairies raised concerns about the potential 
for severe quantity or quality loss due to 
frost. With a few exceptions, locations 
throughout the Prairies did not report freezing 
temperatures until the second half of September. 
The first frost dates during 1999 were very 
close to, or after, the average frost date for 
the region. This allowed the bulk of the crop 
to mature before the first killing frost of 
the season. There were some regions that 
reported early frost, namely the foothills of 
southern and central Alberta and east-central 
Alberta which reported sub-zero temperatures 
during the first week of September. During the 
same week, parts of northern and west-central 
Saskatchewan reported light frosts. 

The bulk of the harvest in Western 
Canada started in September and finished 
in October. Precipitation during September 
and October was below normal in the 
western half of the Prairies, which helped 
maintain the quality of grain, despite the 
prolonged harvest. The eastern half of the 
Prairies received normal to above normal 
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precipitation during September and October, 
which resulted in some deterioration of 


crop quality. 


The results 

The cool wet growing conditions through- 
out the growing season helped produce 
record wheat, durum and barley yields in 
Western Canada, which offset the acreage 
decrease. As a result, western Canadian 
wheat production, excluding durum, was 
up by 24 per cent to 21.0 million tonnes, 
durum production fell by only 29 per cent 
to 4.3 million tonnes and barley production 
increased four per cent to 12.2 million 
tonnes. 

The grade pattern of the 1999 crop was 

lower than the exceptional results achieved 
in 1998, but still very close to the long-term 
averages for both wheat and durum. The wet 
growing season did result in some downgrad- 
ing due to disease (ergot and fusarium) and 
insect damage (wheat midge), especially in 
the eastern growing areas of the Prairies. 
The late harvest also resulted in some down- 
grading due to frost. In barley, ample moisture 
during the growing season and relatively cool 
temperatures resulted in good kernel plump- 
ness and lower protein levels. These moist 
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cool conditions combined with the late 
harvest to cause some downgrading due 

to poor visual kernel characteristics (staining) 
and disease. 


In 1999-2000, global wheat production, 
although well above the five-year average 
of 568.5 million tonnes, fell to 586.3 million 
tonnes from 588.4 million tonnes in 1998-99. 
Production decreases in Algeria, Morocco, 
Turkey, Ukraine, Eastern Europe, the EU and 
the U.S. were only partially offset by larger 
production in Argentina, Australia, Canada, 
China, India and Russia. Global wheat 
consumption increased by 4.8 million tonnes 
reaching 595.6 million tonnes with the 
largest increases seen in China and India. 
World ending stocks tightened by 9.2 million 
tonnes as consumption outstripped production 
for the second year in a row. World trade was 
markedly stronger, up 6.5 million tonnes 
to 108.8 million tonnes. This was largely due 
to the 4.7 million tonne increase in import 
demand from Iran to supplement their 
drought-damaged crop. This, however, 
seemed to have little impact on prices 
because an estimated 40 per cent of world 
wheat ending stocks was still held in the 
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major wheat exporting countries at the end of 
1999-2000, unchanged from 1998-99. 

Although durum prices recovered slightly 
from 1998-99 lows and once again returned a 
premium over hard red spring wheat, global 
durum prices remained under pressure as 
large opening stocks partially offset the 
decrease in global production. As a result, 
there was only a slight decline in major 
exporter supplies from the burdensome levels 
seen in 1998-99. Increased competition from 
minor exporting countries like Australia, 
Turkey and Mexico, also helped to put 
downward pressure on global durum prices 
despite increased demand. 

Feed barley prices were also weak in 
1999-2000. Very high ending stock levels 
of corn in the U.S., China and Argentina 
weighed heavily on coarse grain export 
values. Some support for feed barley export 
prices was derived from strong import 
demand in the Middle East and a large drop 
in global barley stocks, most of which 
occurred in the EU as a result of its ambitious 
export program. 

Amid the downward price pressure on 
most commodity markets in 1999-2000, 
malting barley prices actually improved 
slightly as tighter global supplies for both 
two-row and six-row met record import 
demand, especially in China. 


Domestic markets 

The Canadian domestic industry continued 
to be a major user of Prairie-grown wheat, 
durum and barley. The domestic milling 
industry was once again among the four 
highest volume customers for wheat, taking 
almost 2.2 million tonnes in 1999-2000. 
Domestic durum mills purchased 
300 000 tonnes, making them the fourth 
largest customer for Canadian durum. 
The domestic malting industry kept its 
position as the largest volume customer by 
purchasing 1.2 million tonnes of designated 
barley (barley used for malting and human 
consumption) while continued strength in 
the domestic feed market allowed most of 
the feed barley to be consumed locally. 
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Export markets 

The CWB exported almost 19.3 million 
tonnes of grain in 1999-2000, up substantially 
from the 15.3 million tonnes of CWB wheat 
and barley exports in the previous year. 

The CWB export program was evenly distributed 
throughout 1999-2000 as producer delivery 
opportunities were matched with customer 
demands moving the high volume crop to 
effectively maximize pool returns. 

Iran, Japan, the U.S. and Mexico were the 
largest-volume export markets for non-durum 
wheat. Strong durum sales to Algeria, Morocco, 
Venezuela and the U.S. made up almost 73 
per cent of the CWB export program. Japan 
and Saudi Arabia were the highest volume 
importers of western Canadian feed barley 
while the U.S. and China remained the 
largest volume importers of malting barley. 

Canada’s share of global wheat trade 
increased to 17.3 per cent, up from 13.8 per 
cent in 1998-99, largely due to increased 
production and a significant increase in 
exports to Iran. Canada’s share of the global 
bulk durum trade was an estimated 60.2 per 
cent, down 0.1 per cent from 1998-99 despite 
a 200 000 tonne incréase in exports during 
the inter-national trade year. This small 
decrease in market share can largely be 
attributed to increased competition from 
minor exporting countries such as Australia 
and Turkey who had significantly higher 
volumes available for export. 

The Canadian share of total world 
barley trade was 9.6 per cent in 1999-2000, 
an increase of more than three per cent over 
1998-99. Export sales opportunities rose as a 
result of increased deliveries to the feed 
barley and designated barley pool accounts. 
The Canadian share of global malting barley 
trade was 24.6 per cent in 1999-2000, down 
0.6 per cent from the previous year despite 
an increase in Canadian malting barley 
exports during the trade year. A large portion 
of the increase in Chinese demand was 
captured by the EU's subsidized malting 
barley export program in 1999-2000 that 
provided average subsidies of US $28 per 
tonne from August 1999 through to May 2000. 
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The combined total sales revenue from the 
four pool accounts - wheat, durum, barley and 
designated barley - exceeded $4.5 billion this 
year, an increase of 12 per cent over the 
previous year. This maintains the CWB's 
position as Canada's third largest exporter in 
terms of sales revenue. Total tonnes handled 
this year increased by 20 per cent, from 19.6 
million to 23.6 million. However, average 
sales revenues per tonne for the four pool 
accounts combined decreased by seven per 
cent from the previous year. 

Operating costs are divided into four 
components for easier understanding - direct 
costs, administrative and general expenses, 
grain industry organizations and net interest 
earnings. 


Direct costs 

Direct costs include storage and financing 
costs for country inventory, terminal storage, 
despatch earnings net of demurrage expense, 
drying charges, depreciation and interest on 
CWB hopper cars and additional freight costs 
resulting from movement of grain to terminals, 
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movement eastward of Thunder Bay into 
export position and changes in freight rates. 
Direct costs totalled $180.6 million or 4.0 per 
cent of sales revenue in 1999-2000, compared 
to $149.1 million or 3.7 per cent of sales 
revenue in the previous year. These costs are 
discussed for each pool account in the 
following sections. 

Despatch earnings realized when vessels 
are loaded in a timely fashion added a total 
of $5.8 million to the 1999-2000 pool 
accounts. 


Administrative and general expenses, 
which represent the costs of running the 
CWB, totalled $60.3 million for the 12 month 
period ended July 31, 2000, an increase of 10 
per cent over the previous year. In addition, 
the CWB incurred other costs of $3.4 million 
related to corporate reorganization, director 
elections and addressing U.S. trade challenges. 
These costs are discussed in detail in the 
section entitled Running the CWB. 

The marketing of a crop differs in timing 
compared to the crop year, which extends 
from August 1 to the following July 31. 

The marketing effort during the first several 
weeks of a crop year is primarily focused 

on selling and moving the remainder of the 
previous year's crop. Of the $63.7 million 

in administrative and general expenses 
incurred during the year ended July 31, 2000, 
an estimated $20.7 million, or 32 per cent, 
was related to marketing and administering 
the 1998-99 pool accounts. Consistent with 
the accounting treatment in previous years, 
these costs were allocated to and included 
in the results of the 1998-99 pool accounts. 
Other allocations from the administrative 
and general expenses incurred during the 
year ended July 31, 2000, which are not 
charged to the 1999-2000 pool accounts, 


Management Discussion & Analysis 


include $0.3 million for administering 
farmer payments and uncashed cheques 
from previous crop years, and $0.2 million 
for administering the newly introduced 
Fixed Price Contract Program. 

In order to complete the matching of 
costs to the pool accounts to which they 
relate, a portion of the administrative and 
general expenses expected to be incurred 
during the 12 months beginning August 1, 
2000 must be allocated to and included in 
the results of the 1999-2000 pool accounts. 
The allocated amount totals $21.2 million. 


Grain industry organizations 

The cost of grain industry organizations 
represents the CWB's 40 per cent share of the 
Canadian International Grains Institute (CIGI) 
operating costs. CIGI is a non-profit facility 
dedicated to providing educational programs 
and technical activities in support of market 
development and promotion of world markets 
for Canada's grains, oilseeds and special crops. 
CIGI operates in affiliation with the CWB, 
the Canadian Grain Commission and Agricul- 
ture & Agri-Food Canada. Total costs incurred 
by the CWB during the current crop year for 
CIGI was $1.7 million, a slight increase of 
two per cent over the previous year. 

The CWB also is responsible for a 33 per 
cent share of the Car Allocation Policy Group 
(CAPG) operating costs. CAPG sets policy for 
high-level rail car allocation and all costs are 
shared equally by the CWB, the Western Grain 
Elevator Association and the railways. CAPG 
ceased to exist on July 31, 2000. No costs were 
incurred during the current year. 


Net interest earnings 

Net interest earnings arise primarily from 
financing credit grain sales. When the CWB 
sells grain on credit, the CWB borrows 
money equal to the amount extended as 
credit to pay farmers, rather than have the 
farmer wait for payment from the credit 
customer. With the CWB’s borrowing power, 
it is able to borrow money at a lower rate of 
interest than the rate extended to the credit 
customer. As a result, the CWB benefits from 
this ‘spread’ in interest rates in the form of 
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Net Interest Earnings 
(in millions) 


1999-00 
1998-99 
1997-98 
1996-97 
1995-96 


excess interest revenue over interest expense, 
The net interest earnings go directly into the 
pool accounts and are paid as part of final 
payments. Interest is also earned on the cash 
balances that build up in the pool accounts 
during the year. Net interest earnings for 

the current year amounted to $64.9 million, 
down 10 per cent from $72.5 million the 
previous year. 


Distributed to producers 

After deducting net operating costs 
of $181.2 million, the CWB returned over 
$4.3 billion to western Canadian farmers 
before cash ticket deductions for freight 
and handling, representing almost 96 per 
cent of the $4.5 billion in sales proceeds. 
This is similar to 97 per cent returned in the 
previous year. 

Of the $4.3 billion earnings distributed 
to producers in 1999-2000, 93 per cent was 
returned prior to July 31, 2000 in the form of 
initial payments, adjustment payments and 
designated barley producer contract storage 
payments. This is up from 91 per cent in the 
previous year. 


Distribution of sales proceeds (All Grains) 
1999-2000 


Operating 
Costs 
x 4% 
Distributed : _— | : 
to Producers 
96% 
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Wheat pool results 


$ per tonne, ad as noted 1999-2000 1998-1999 Change % 
Tonnes!) =) 16 426 836 §=.: 12.512 726 5 Ola Onn. 31 
Revenue ma ie 185.04 205.71 (20.67) (10) 
‘Operating costs 
Direct costs 5.54 5.18 0.36 7k 
“Administrative 6 ou expenses 2.70 2.81 (0.11) (4) 
Grain industry organizations 0.07 0.09 (0.02) (20) 
path interest caer: “ (2.91) (4.15) 1.24 (30) 
Seater ay ; 5.40 3.93 1.47 BT, 
‘Earnings distributed to producers 179.64 201.78 (22.14) (11) 


The wheat crop 

The 1999 growing season got off to an 
early start in some areas with warm dry 
conditions, while in other areas of the 
Prairies seeding was delayed by heavy snow 
cover, above normal precipitation and cooler 
than normal temperatures. The prolonged 
seeding period created a wide variation in 
crop development throughout the growing 
season. Although adequate rainfall and cool 
temperatures through May, June and July 
helped to produce record spring wheat yields, 
averaging over one tonne per acre, CWRS 
protein levels fell substantially from an 
average of 14.1 per cent in 1998-99 to an 
average 13.3 per cent. This is slightly below the 
five-year average of 13.4 per cent. Moreover, 
these conditions put the crop 10 to 15 days 
behind normal, leaving the crop susceptible 
to frost damage and increasing the presence 
of green immature kernels in some areas. 
Ergot, fusarium and midge were also noticeable 
grade determinants. Only 65 per cent of the 
CWRS graded number one or two in 1999-2000, 
below the five-year average of 70 per cent. 

A 10 per cent increase in acreage coupled 
with record yields resulted in 21.0 million 
tonnes of wheat production, an increase of 
about 24 per cent over last year’s production 
of 16.9 million tonnes. As a result, farmers 
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Largest volume wheat customers 
(000 tonnes) 1999-2000 


Iran ee 3 
Canada 2181, 

Japan 1242 . 
u.s. J 1082 . 


Mexico 


delivered 16.4 million tonnes to the pool 
account, an increase of 31 per cent over 
12.5 million tonnes the previous year. 


Revenue 

Total revenue was $3.0 billion, an increase 
of $465.6 million or 18 per cent over the 
previous year. This increase is due to the 
31 per cent larger pool size, partially offset 
by lower per tonne returns. Per tonne 
returns averaged $185.04, down 10 per cent 
from the previous year's average of $205.71 
because of significantly lower grade and 
protein pattern in CWRS, lower world prices 
particularly for mid-quality and lower protein 
wheat and a stronger Canadian dollar. It is 
also important to note that a larger pool size 
meant that a larger proportion of the total 
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crop had to be sold into lower return 
markets. 

Although the crop was larger, supplies 
of higher-grade high protein wheat were 
relatively tight. With a relatively stable price 
outlook, the CWB was able to manage the 
tighter supply and target quality-conscious 
customers throughout the year to capture the 
higher returns, The strategy was different for 
lower grade, lower protein wheat and for 
specialty classes. Facing an abundance of 
mid-quality, low protein wheat and large 
supplies held by other major exporters, 
the CWB undertook an 
aggressive campaign 
early in the crop year. 
This allowed the CWB 
to provide good harvest 
movement ahead of the 
competition from the 
southern hemisphere 
and to minimize the 
impact of that competition 
on returns. 


Operating costs 

Direct costs totalled 
$5.54 per tonne, an 
increase of $0.36 or seven 
per cent from the prior 
year. Direct costs as 
a percentage of sales 
increased to 3.0 per cent 
from 2.5 per cent the 
previous year, primarily 
due to lower sales 
revenues. 

Inventory financing 
and storage costs totalled $3.83 per tonne, 
down $1.24 or 24 per cent from 1998-99. 

The grain terminal at Prince Rupert was 
kept open later in the crop year to increase 
terminal capacity and facilitate the move- 
ment of the larger pool. In addition, 

more grain was stockpiled in eastern export 
position to meet sales commitments. 

The increased terminal inventory levels 
facilitated the more aggressive sales campaign 
and allowed for more grain to be moved out 
of country position, resulting in increased 
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turnover in the country and reduced costs. 

Net despatch earnings added $0.28 per 
tonne to the wheat pool, a decrease of $0.15 
or 34 per cent from the year before. The varied 
grade distribution and larger pool size 
presented some logistical challenges during 
the year and consequently, net despatch 
earnings declined accordingly. In spite of 
these challenges, the CWB was able to 
generate revenue of $4.6 million for the 
wheat pool. 

Additional freight cost to terminals 
totalled $0.64 per tonne, up $0.46 from last 
year. In order to maximize 
returns, the CWB cross- 
hauled significant quantities 
of high protein wheat from 
eastern producing regions 
to take advantage of West 
Coast sales opportunities. 
The higher returns on these 
sales resulted in net contri- 
butions that exceeded the 
alternative of shipping the 
grain east through Thunder 
Bay or the St. Lawrence. 

Additional freight to 
move wheat into eastern 
export position totalled $1.23 
per tonne, an increase of 
$1.02 over the previous year. 
Total costs of moving grain 
into eastern export position 
were consistent with the 
previous year, at just over 
$43 million, as marginally 
more tonnage was shipped 
east but at more favourable 
rates compared to last year. This amount was 
reduced by freight adjustment factor deduc- 
tions of $23 million from producer cash tickets 
this year, down from $41 million in 1998-99. 
The decrease in deductions happened because 
overall production distribution in the eastern 
catchment regions changed subsequent to the 
setting of the deduction rates at the start of the 
crop year. 

A decrease in freight rates effective 
August 1, 2000 resulted in earnings of $0.04 
per tonne. This represents the difference in 
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the actual rate of shipping grain to terminal 
from that deducted on the cash ticket. 

Drying charges were negligible again this 
year as favourable harvest conditions were 
experienced in most production areas. The per 
tonne charge for CWB hopper cars, which is 
allocated to the pool accounts based on 
relative tonnage, is down slightly from the 
previous year. 

Net interest earnings added $2.91 per 
tonne to the wheat pool, down $1.24 or 30 
per cent from the previous year. The decrease 
can be attributed to lower overall net interest we * 
earnings that are distributed over a larger Stan Wiebe (right) from MacGregor, Manitoba discusses a grain sample with 
number of tonnes. The decrease in overall Bernard Prince from Delmas, Saskatchewan at a Combine to Customer course. 
net interest earnings, to $47.7 million from 
$52.0 million the year before, resulted because 
of rising interest rates that led to reduced net 
interest earnings on credit receivables. This 
occurs because interest rates charged to credit 
customers are usually fixed for three to six 
months, which is longer than the rates for Lae ae 
the corresponding financing. The rise in both es oe 
Canadian and U.S. interest rates continued cae Adjustment 
throughout the current year. Payments 12% 


2000 through initial and adjustment payments, 
comparing favorably to 92 per cent the 
previous year. 


_. Interim Payments 
In the 1 2000 wheat t - 
n the 1999- wheat POOl account, Initial Final 


were returned to 
97 per cent of sales proceeds ere re Payments nai 
producers, consistent with the previous year. 83% 3% 
Of the amount distributed to producers, 
95 per cent was distributed prior to August 4, 
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$ per tonne, except as noted 1999-2000 1998-1999 Change % 
Tonnes 3975734 4904639 (928 905) (19) 
Revenue 224.48 220.65 Bio tases aray, 
Operating costs | Hacked ira urea 
Direct costs 20.45 16.44 AON tees 2) 
Administrative & general expenses 2.70 2.81 BUS I ts (4) 
Grain industry organizations 0.07 — 0.09 (0.02) fem (204 
Net interest earnings (1.90) 4 (2,05) O15 the em ere 
21.32 7.205 RAUB meal dics, 
Earnings distributed to producers 203.16 203,36 O20 a eG? 


The durum crop 

In response to a weaker price outlook, 
producers in Western Canada reduced their 
durum plantings from 7.3 million acres in 
1998 to 4.4 million acres in 1999. This reduction 
in acreage was partially offset by record 
yields of almost one tonne per acre, resulting 
in an overall decline in production of 29 per 
cent when compared to the previous year. 
Total production of durum for the current 
crop year amounted to 4.3 million tonnes. 
Similar to spring wheat, good growing 
conditions stimulated higher durum yields 
and lower protein estimates which averaged 
11.9 per cent compared to 12.5 per cent a 
year earlier, This is slightly below the five- 
year average of 12.2 per cent. The grade 
distribution of the crop was also poorer with 
approximately 61 per cent of the CWAD 
grading number one and two compared to 76 
per cent last year and a five-year average of 
66 per cent. The durum pool was slightly less 
than four million tonnes in 1999-2000, 
representing a decrease of 19 per cent from 
the previous year. 


Revenue 

Total revenue was $892 million, a decrease 
of $190 million or 18 per cent from the 
previous year. This decrease is due primarily 
to the smaller pool size, as per tonne returns 
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Largest volume durum customers 
(000 tonnes) 1999-2000 


Algeria 
Morocco 
Venezuela 
Canada 


US. 


of $224.48 were slightly higher than last 
year's average return of $220.65. 

World durum wheat production decreased 
by 15 per cent in 1999 while import demand 
was increased by 13 per cent. World ending 
stocks were drawn down during 1999-2000, 
largely among the major exporting countries. 
However, stocks remained at burdensome 
levels, particularly in North America. 
Canada's share in the world market was 
about 60 per cent of the bulk durum trade. 
Increased exports from Australia, the EU and 
other minor exporters provided increased 
competition. Algeria was again the largest 
Canadian export customer, taking 1.5 million 
tonnes. While shipments of durum to the 
U.S. decreased from 658 000 to 297 000 
tonnes, shipments to both Morocco and 
Venezuela increased significantly. With a 
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lower grade pattern and lower protein compared 
to last year and the five-year average, the most 
effective marketing approach for the limited 
supplies of higher quality durum was to 
selectively target higher return customers 
over the year. Global trade in mid to lower 
quality durum markets was highly competitive 
and the CWB aggressively pursued export 
opportunities throughout the world. In addition 
to the acreage-based deliveries, the CWB 
accepted 100 per cent of the 3.6 million 
tonnes of durum offered for delivery by 
farmers under contract. 


Operating costs 

Direct costs totalled $20.45 per tonne, 
an increase of $4.01 or 24 per cent from the 
previous year. Direct costs as a percentage of 
sales increased to 9.1 per cent, up from 7.5 
per cent the previous year primarily as a 
result of the increased proportion of grain 
moved into eastern export position and 
increased terminal storage. 

Inventory storage and financing costs 
totalled $5.81, up $1.03 or 22 per cent over 
last year. Stocks built up in both country and 
terminal facilities this year as the CWB 
increased delivery opportunities to durum 
producers to improve their cash flow. 

Net despatch earnings added $0.30 per 
tonne to the durum pool, an increase of 
$0.06 or 25 per cent from the year before as 
higher inventory in the St. Lawrence allowed 
for more efficient loading of customer vessels. 

Additional freight cost to terminals was 
consistent with the previous year at $0.36 per 
tonne. Additional freight to move durum 
into eastern export position totalled $14.56 
per tonne, up $3.22 or 28 per cent over the 
previous year. A greater proportion of durum 
was exported from eastern positions this year 
to take advantage of favourable ocean freight 
costs in the Atlantic. This made it more 
attractive to service North African customers 
from the east because it increased net returns 
to the durum pool. Additional freight from 
freight rate changes, representing the differ- 
ence of the actual rate of shipping grain to 
terminal from that deducted on the cash 
ticket, added $0.13 per tonne in revenue to 
the durum pool due to a decrease in freight 
rates effective August 1, 2000. 
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Drying charges were negligible again as 
favourable harvest conditions were experi- 
enced in most production areas. The per 
tonne charge for CWB hopper cars, which is 
allocated to the pool accounts based on 
relative tonnage, is down slightly from the 
previous year. 

Net interest earnings added $1.90 per 
tonne to the durum pool representing a 
decrease of $0.15 or seven per cent from the 
prior year. Overall net interest earnings were 
down 25 per cent, to $7.6 million from $10 
million last year, as a result of rising interest 
rates that led to lower net interest earnings 
on credit receivables. This drop is more 
significant than in wheat because durum 
earns a greater proportion of net interest 
earnings from credit receivables. The decrease 
in interest earnings per tonne was not as 
significant because the earnings were distributed 
over a smaller pool size. 


Earnings distributed to producers 

In the 1999-2000 durum pool account, 
91 per cent of sales proceeds were returned 
to producers, down slightly from 92 per cent 
the previous year. This percentage is generally 
lower than the wheat pool primarily because 
the durum pool incurs higher costs associated 
with exporting a higher proportion of grain 
out of eastern ports. 

Of the amount distributed to producers, 
87 per cent was distributed prior to August 4, 
2000 through initial and adjustment payments, 
compared to 89 per cent the previous year. 
This is because of the greater risk associated 
with a higher proportion of unsold stocks 
later in the year. 


Earnings distributed to producers (Durum) 
1999-2000 


10% 


8% 
Initial - Final 
Payments Payments 
77% 5% 


By) 


Management Discussion & Analysis 


Adjustment Payments 


Interim Payments 
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The barley crop 

Seeded barley acreage in Western Canada 
decreased by almost 0.5 million acres to 10.1 
million acres in 1999. With the help of record 
yields, however, production climbed to 12.2 
million tonnes, up 0.5 million tonnes from 1998. 
Farmer deliveries to the barley pool totalled 
671 703 tonnes, up 142 per cent from 277 100 
tonnes the previous year. Factors that affected 
the volume of feed barley deliveries into the 
pool were the increase in western Canadian 
barley production, some weakness in domestic 
demand as a result of a mild winter and a 
strengthening in offshore prices late in the 
crop year. 


Revenue 

This increased pool size resulted in total 
revenue of $90 million, up $52 million or 135 
per cent from the previous year. This increase 
is due primarily to the larger pool size, offset 
slightly by lower average revenue of $134.38 
per tonne, which is down by $4.01 from the 
previous year. Market prices were relatively 
flat although they were pressured for much 
of the year by the expectation of a huge U.S. 
corn crop. As with the other pools, the 
stronger Canadian dollar had a negative 
impact on the average return. 

Deliveries to the feed barley pool are 
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1999-2000 
671 703 


134.38 


4.62 
2.70 
0.07 
(7.90) 
(0.51) 


134.89 


Saudi Arabia 


South Korea 


1998-1999 Change % 


highly dependent on projected CWB returns 
on export sales relative to the domestic 
market. The domestic feed barley market was 
somewhat weaker in 1999-2000 given the 
larger feed grain supplies. Concurrently, 
changes in the EU's approach to pricing 
export feed barley resulted in relatively 
stronger international prices. Given these 
conditions, the CWB export program was 
higher than 1998-99 with a larger proportion 
of barley sales later in the crop year as world 
barley prices strengthened. In addition to 
regular contract deliveries, the CWB imple- 
mented an open delivery for feed barley 
late in the crop year to take advantage 

of the strong offshore feed barley market. 
This initiative was very successful and 
allowed for additional sales into the export 


Largest volume feed barley customers 
(000 tonnes) 1999-2000 


Japan 


US: 
U.A.E. 
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market at attractive levels. The increased 
deliveries this pool year allowed the CWB to 
pursue opportunities in Japan, Saudi Arabia 
and the US., increasing feed barley export 
shipments to 598 000 tonnes from 127 000 
tonnes during 1998-99. 


Operating costs 

Direct costs totalled $4.62 per tonne this 
year, a decrease of $3.63 or 44 per cent from 
the previous year. Direct costs as a percentage 
of sales decreased to 3.4 per cent, down from 
6.0 per cent the previous year primarily due 
to decreased costs of country elevator storage 
and moving grain into eastern export position. 

Inventory financing and storage costs 
totalled $4.26 per tonne, down $3 or 41 per 
cent from the previous year. The larger pool 
size facilitated a more evenly distributed 
export sales program and allowed for more fluid 
movement of barley through the distribution 
system. This reduced the average time that 
barley stocks remained in country and 
terminal elevators. 

Additional freight cost to terminals was 
$0.38 per tonne. The CWB utilized the grain 
terminal in Prince Rupert this year to facilitate 
additional export sales of feed barley and 
enhance the overall pool return. Freight rates 
are slightly higher for movement to Prince 
Rupert compared to Vancouver. There were 
no additional freight costs to move barley 
into eastern export position this year as no 
barley was shipped east. Additional freight 
from freight rate changes, representing the 
difference in the actual rate of shipping grain 
to terminal from that deducted on the cash 
ticket, added $0.19 per tonne in revenue to 
the barley pool due to a decrease in freight 
rates effective August 1, 2000. 

Drying charges were negligible as favourable 
harvest conditions were experienced in most 
production areas. The per tonne charge for 
CWB hopper cars, which is allocated to the 
pool accounts based on relative tonnage, 
is down slightly from the previous year. 

Net interest earnings added $7.90 
revenue per tonne to the barley pool, which 
was down 65 per cent from $22.34 last year. 
As a result of increasing interest rates, overall 
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net interest earnings were down 14 per 

cent to $5.3 million from $6.2 million the 
previous year. These earnings however, 
were distributed over a much larger pool 
account with 142 per cent more tonnes, 
resulting in a significant drop in net interest 
earnings per tonne. 


Earnings distributed to producers 

The 1999-2000 barley pool account 
returned $134.89 per tonne to producers, 
representing a return of more than 100 per 
cent of the sales value. The majority of net 
interest earnings in the feed barley pool were 
earned from credit receivables and do not 
fluctuate with pool size or with the cash 
build-up in the pool accounts from operations. 
During years when the number of tonnes in 
the pool are small, the interest earned on a 
per tonne basis can be substantial, and can 
even exceed total direct costs and administrative 
expenses resulting in net operating earnings. 
In fact this year, net interest revenue exceeded 
the other operating costs by $0.51 per tonne. 
This amount is down from over $11 in the 
previous year when the net interest revenue 
was spread over an exceptionally small pool 
size of 277 100 tonnes. 

Of the total amount returned to 
producers, 91 per cent was distributed prior 
to August 4, 2000 through initial and adjust- 
ment payments, comparing favourably to 88 
per cent the previous year. 


Earnings distributed to producers 
(Feed barley) 
1999-2000 
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Designated barley pool results 


$ per tonne, except as noted 1999-2000 1998-1999 
Tonnes 2554577 ear ae 
ORevenuee poe eee eee 188.85 — ae 


Earnings distributed to producers 


Revenue 

In 1999-2000, both the EU and Canada 
increased their exports to meet record world 
demand. Exports of Canadian malting barley 
were up 16 per cent from the previous year. 
Import demand from the world's largest 
buyer of malting barley, China, has increased 
steadily since 1997-98. 
In the face of aggressive 
competition from both 
Australia and the EU, 
the CWB targeted 
customers that were 
prepared to pay a 
premium for Canadian 
varieties and quality. 
Premiums were 
consistently obtained 
for Canadian two-row 
malting barley over 
EU and Australian 
offerings. With a much 
smaller six-row crop in the U.S., the CWB 
timed sales strategically to maximize returns. 
As a result, total revenue topped $482 million, 
up by 45 per cent compared to $332 million in 
1998-99. Sales value per tonne averaged 
$188.85, an increase of nine per cent over 
$172.81 the previous year. 

The 1999-2000 designated barley pool was 
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the largest ever at 2.55 million tonnes, 
exceeding the previous record set in 1995-96 
by 4 000 tonnes. 


Operating costs 

Direct costs totalled $2.08 per tonne, 
a significant increase of $1.37 compared to 
$0.71 the previous 
year. Direct costs as a 
percentage of sales 
increased to 1.1 per 
cent, up from 0.4 per 
cent in the previous 
year as a result of an 
increase in the cost of 
country inventory 
financing and country 
elevator storage. 

Inventory financing 
and storage costs 
totalled $2.01 per 
tonne, an increase of 
$1.46 over 1998-99, There were a number of 
factors that contributed to this increase. 
Comparably slower movement was experi- 
enced with some of the newer varieties of 
designated barley as they continue through 
the early stages of gaining customer acceptance. 
A significant increase in pool size, an increase 
in the proportion of street receipts versus 
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Largest volume malting barley customers 
(000 tonnes) 1999-2000 


Canada 
US. 
China 
Mexico 


Japan 


consigned receipts and shipping delays later 
in the year as a result of dormancy-related 
germination problems served to increase 
inventory. Toward the end of the year, the 
CWB strongly encouraged grain companies 

to select barley to provide producers with 
additional delivery opportunities. This resulted 
in increased inventory. 

Additional freight from freight rate 
changes, representing the difference in the 
actual rate of shipping grain to terminal from 
that deducted on the cash ticket, added $0.06 
per tonne of revenue to the pool account 
due to a decrease in freight rates effective 
August 1, 2000. 

The per tonne charge for CWB hopper 
cars, which is allocated to the pool accounts 
based on relative tonnage, was down slightly 
from the previous year. 

Net interest earnings added $1.69 per 
tonne to the designated barley pool, down 
$0.55 or 25 per cent from the previous year 
as a result of the larger pool size. Overall net 


interest earnings, at $4.3 million, were 
similar to the previous year. Unlike other 
pool accounts, the designated barley pool 
account has minimal credit receivables. As a 
result, the majority of net interest earnings is 
earned on cash balances that build up in the 
pool during the year. The build up of cash 
balances was consistent with the previous 
year. However, these earnings were distrib- 
uted over 33 per cent more tonnes this year, 
reducing the net interest earnings per tonne. 


Earnings distributed to producers 

In the 1999-2000 designated barley pool, 
98 per cent of sales proceeds were returned 
to producers, roughly equivalent to 99 per cent 
the previous year. 

Of the amount distributed to producers, 
92 per cent was distributed prior to August 4, 
2000 through initial and adjustment payments, 
compared to 86 per cent the previous year. 


Earnings distributed to producers 
(Designated barley) 


1999-2000 Adjustment 
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Interim Payments 


UNNING THE 


lexpenses _ 


CWB costs 

Advisory Committee 

Board of Directors 

Computer contractors 

Computer maintenance & services 
Communications 

CWB publications (See note) 
Farmer permits, contracts & payments (See note) 
Facilities 

Office services (See note) 

Human resources 

Training and development 
Recruiting 

Other 

Professional fees & outside services 
Taxes 

Travel 

Total excluding depreciation 
Depreciation 


Other costs 

Corporate reorganization 
U.S. trade challenges 
Director elections 


Total 


ELIE TL FE TES II SPOT I TE I I 


RISEN 


1999-2000 
Budget 


$ S 
1,441,164 
3,446,486 
5,273,469 

642,095 
748,050 
666,500 
1,708,983 
3,237,094 
30,816,053 
860,000 
167,400 
581,050 
1,717,334 
428,027 
1,970,647 

53,704,952 
8,470,468 

62,175,420 


300,000 
300,000 


1999-2000 
Actual 


$ a 
TTT Sh Oe 
4,119,871 
4,376,270 

719,395 
771,341 
601,355 
1,668,507 
2,574,637 
30,580,409 
456,544 
320,718 
642,216 
1,546,968 
400,244 
1,495,541 

51,451,768 
8,875,490 

60,327,258 


2,583,072 
732582 
70,216 
3,385,870 


$ 63,713,128 


1998-1999 
Actual 


$ 54,816 
825,310 
4,176,889 
3,696,916 
654,701 
639,952 
453,163 
1,613,995 
2,666,514 
27,953,462 
702,732 
122,881 
623,837 
2,156,457 
415,285 
1,306,676 
48,063,586 
6,835,975 
54,899,561 


447,443 
1,242,423 
1,689,866 


_ $56,589,427 


Note — Costs associated with printing and distributing farmer permit books and delivery contracts, and preparing and issuing 
adjustment, interim and final payments are disclosed separately as "Farmer permits, contracts & payments”. These costs have 
previously been disclosed as part of “CWB publications” and of "Office services”. Current year budget and previous year compara- 
tive figures have been reclassified to conform to the new presentation. 
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Results 

The cost of running the CWB, before 
other costs, was $60.3 million, which was 
$1.8 million, or three per cent, less than what 
had been budgeted. The Board of Directors 
and management team have made a concerted 
effort to achieve savings from budgeted 
levels wherever possible while at the same 
time delivering improved service to customers 
and farmers. Savings have been achieved 
from deferring or cancelling certain computer- 
related expenditures, reducing staff counts, 
purchasing telephone and office equipment 
rather than leasing, and scheduling less 
frequent Board of Director and standing 
committee meetings. In addition, some travel 
and training was deferred or cancelled due 
to resource constraints and the need to focus 
attention on transportation and other issues 
on behalf of farmers. These savings were 
partially offset by additional costs for depre- 
ciation and computer contractors related to 
building and maintaining the CWB’'s complex 
computer systems and processes. 

The CWB incurred other costs totalling 
$3.4 million for the 12 month period ending 
July 31, 2000 related to corporate reorganization, 
addressing U.S. trade challenges and preparation 
for director elections in five districts in the 
fall of 2000. 


CWE costs 

There were no costs related to the 
Advisory Committee since it was eliminated on 
December 31, 1998 as part of Bill C-4, An Act 
to Amend the Canadian Wheat Board Act. 
Costs associated with the Board of Directors 
totalled $1.2 million. This was 18 per cent 


below budget as a result of scheduling fewer 
Board and standing committee meetings during 
the year. The previous year figures were lower 
because the Board of Directors did not take 
office until December 31, 1998. 

The operations of the CWB are heavily 
reliant on complex computer information 
systems. The cost of maintaining and supporting 
the CWB computer systems increases as they 
age. The increase in computer maintenance 
and services costs was not as large as antici- 
pated because certain costs have been 
deferred or cancelled, especially for systems 
that are in the process of being replaced 
over the next two years. From time to time, 
computer contractors with specialized expertise 
are required to supplement CWB staff for the 
maintenance or development of these systems. 
This year's planned reduction in computer 
contractor costs did not occur because of the 
difficulty of finding and hiring staff with 
special skills in the local market. 

As part of the commitment to openness 
and accountability, the CWB must ensure that 
farmers, customers, staff, media, government 
and the public at large are informed about 
new and existing programs and services, and 
grain and agricultural issues. Communications 
costs include advertising, producer meetings, 
crop demonstration sites, the Combine to 
Customer and Go with the Grain tour programs, 
and the annual Moving Up Market conference. 
These costs were budgeted to be consistent 
with last year, but actual costs were higher 
by 10 per cent as a result of adding It’s Your 
Business meetings to the plan. These meetings 
were held across the Prairies in March, offering 
farmers the opportunity to talk to their 
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1999-2000 1999-2000 1998-1999 
Budget Actual Actual 

| $ 734,358 $ 432,444 
322,271 220,896 

; 8,289 24,600 

| | 112,834 147,370 
$1,441,164 $ 1,177,752 $ 825,310 
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elected Directors about what they want from 
their marketing agency and receive an update 
on past and future activities. 

CWB publication costs include the cost of 
printing and distributing the annual report, 
Grain Matters, Pool Return Outlooks (PRO) 
and customer newsletters, along with various 
producer and industry brochures and guides 
explaining programs and services. Costs were 
slightly higher than planned and up from last 
year as a result of revising Grain Matters toa 
magazine format and improving and expanding 
the CWB calendar. These additional costs 
were partially offset by savings from moving 
the design of the annual report in-house. 

Costs associated with printing and 
distributing farmer permit books and delivery 
contracts, and preparing and issuing adjust- 
ment, interim and final payments are now 
disclosed separately under "Farmer permits, 
contracts & payments”. These costs have 
previously been disclosed as part of "CWB 
publications” and "Office services”. These costs 
were up 33 per cent, mainly due to more 
adjustment payments — five payments 
totalling 325,000 cheques and direct deposits 
this year compared to three payments totalling 
272,000 the previous year. 

The CWB operates branch offices in 
Vancouver and Regina, marketing offices 
in Tokyo, Japan and Beijing, China and a 
head office in Winnipeg. The costs of operating 
these facilities and providing related office 
services are well below budget this year and 
down from last year as a result of continued 
attention to reducing costs. Some leased 
office space was eliminated and certain office 
and telecommunications equipment has been 
purchased rather than leased where it is more 


economical to do so. The CWB has also 
benefited from the downward trend in long 
distance telephone rates. 

Human resource costs represent the costs 
associated with developing and retaining a 
motivated, skilled professional work force. 
They account for 50 per cent of the cost of 
running the CWB. Salary costs increased by 
5.6 per cent over the previous year as a result 
of an average salary increase of 3.0 per cent 
on August 1, 1999. Additional costs were 
incurred related to ensuring that CWB 
remuneration is competitive with market 
levels and ensuring retention of staff in key 
positions. These increases were partially 
offset by a decrease in the average number 
of staff during the year to 533, compared to 
551 in 1998-99. The cost of benefits increased 
at a greater rate than salary as a result of the 
federal government's decision to more than 
double the employer share of contributions 
under the Public Service Super-annuation Act, 
combined with an increase in certain 
benefit rates. 

Training and development costs were 
significantly lower than planned, and down 
from last year. The 1999-2000 budget was 
designed to return the investment in staff 
training and development to more normal 
levels, after several years of constraint and 
cutback. The strength of the current labour 
market makes this a necessity in order to 
attract and retain quality employees. Unfor- 
tunately, significant training was deferred or 
cancelled due to resource constraints and the 
need to focus attention on transportation 
and other issues on behalf of farmers. 

Recruiting costs were higher than 
planned as the CWB, like most companies 


Human Resources 


Salaries 
Benefits 
Payroll tax 


Total 
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1999-2000 1999-2000 1998-1999 
Budget Actual Actual 
$23,867,035 $22,595,667 

6,172,194 

peat 541,180 

$30,816,053 $30,580,409 
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heavily reliant on technology, had to compete 
in a very tight labor market for skilled resources. 
In many cases it was necessary to recruit 
and hire outside of the local market at a 
higher cost. 

Professional fees and outside services were 
less than anticipated and down significantly 
from last year as a result of a reduction in the 
use of management consultants. 


Professional fees and outside services 


ko pam 


: Seri tisal, “~ 
ae t consulting 
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taffing ag ncies 


Taxes include municipal and 
provincial realty, school and busi- 
ness tax assessments and are down 
again as the City of Winnipeg 
continues to hold the line on these 
taxes to encourage business to 
locate downtown and to stimulate 
usage of surplus property. 

Travel costs are significant 
for a marketing agency with 
customers all over the globe. Travel 
costs were up this year, but it is 
important to note that the previous 
year was characterized by a smaller 
high protein crop that required less 
travel to support the marketing 
effort. The current year also saw 
increased fares as a result of 
decreased competition in the 
Canadian airline industry with 
the merger of the two dominant 
carriers. 

Depreciation expense accounted 
for almost 15 per cent of costs and 
reflects the amortization of the 
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$ 1,717,334 


CWB's investment in capital assets — with the 
exception of the CWB hopper cars, which 

are charged directly to the pool accounts. Depre- 
ciation increased this year by a total 

of $2 million primarily as a result of a one- 
time $1.5 million charge to write-down 
obsolete computer systems and revise 
estimates of useful life. 


1999-2000 1999-2000 1998-1999 
Budget Actual Actual 

$ 170,000 $ 163,000 

181,190 170,030 

234,086 205,060 

723,524 1,228,833 

48,030 137,354 

190,138 252,180 


$ 1,546,968 $ 2,156,457 
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Other costs 

The Board of Directors and the manage- 
ment team are committed to positioning the 
CWB to add value for prairie farmers. As part 
of this effort, a corporate reorganization took 
place during the year that was designed to 
streamline operations and improve effective- 
ness. As part of this reorganization, the CWB 
offered an early retirement option to some 
employees and also reduced staff in areas 
where business needs had changed. The $2.6 
million cost of this reorganization, primarily 
severance and retirement charges, was 
charged to 1999-2000. 
The reorganization 
will result in the 
elimination of 30 
positions, roughly 
six per cent of the 
CWB workforce, by 
December 31, 2000. 
In total, this initiative 
is expected to result in 
annual cost savings of 
$1.3 million in 2000-01 
and $2.1 million in 
2001-02. 

U.S. trade 
challenges relate 
to addressing and 
defending against 
trade investigations 
that have been threat- 
ened or launched by 
American interests. 
Of the $732,582 costs incurred, $463,062 was 
related to preparing for trade actions that the 
North Dakota Wheat Commission had threat- 
ened to file. Subsequent to the end of the 
crop year, the North Dakota Wheat Commission 
filed a petition under Section 301 of the 
U.S. Trade Act of 1974 requesting the United 
States Trade Representative (USTR) to commence 
an investigation of the CWB and the Govern- 
ment of Canada. On October 23, 2000 the 
USTR, a member of the President's Cabinet, 
announced the initiation of an investigation 
into certain of the allegations contained 
in the petition. In particular, the USTR will 
investigate certain elements of the Canadian 
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wheat trading system and certain allegations 
of unreasonable trading practices on the part 
of the CWB. The USTR has one year to deter- 
mine what, if any, action should be taken. 
This is the ninth time within the past 10 years 
that the CWB has been the subject 

of some form of trade investigation insti- 
tuted by American interests. In each case, 
the outcome of the investigation has established 
that all CWB trade activities meet North 
American Free Trade Agreement and World 
Trade Organization standards. The CWB 
believes that the current trade action is 


unjustified and will not succeed. 

The remaining trade challenge costs were 
related to the successful defence of a U.S. 
Countervailing Duty action filed in November 
1998 against imports of live cattle from 
Canada. On October 12, 1999 the U.S. Depart- 
ment of Commerce issued its final determi- 
nation dismissing the petitioner's claim 
that the CWB's operations in the feed barley 
industry provide a subsidy to Canadian cattle 
producers. 

Election expenses relate to the preliminary 
costs incurred to conduct the Board of Director 
elections in even-numbered districts in 
December 2000. 
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Credit sales dunke the year 


1999-2000 % of Total 1998-1999 % of Total 

$ 000, ae as noted Sales Sales Sales Sales 
$ 371,671 83 $ 95,473 2.4 

145,868 a2 95,378 2.4 

185,798 4.1 65,961 1.6 

fO3,037) 15.6 256,812 6.4 


Credit programs 

To support the sale of western Canadian 
grain, the Government of Canada provides 
repayment guarantees. Acting within credit 
limits and terms approved by the federal 
government, the CWB works with individual 
customers and commercial banks on a case 
by case basis to structure credit facilities to 
meet customer needs. These credit arrange- 
ments can be an important factor in many 
foreign markets. During 1999-2000, credit 
sales totalled $703.3 million, representing 
15.6 per cent of total sales, compared to 
$256.8 million or 6.4 per cent of sales in the 
previous year, 

The CWB uses the following programs 
to offer credit on commercial terms: 


$ 4,504,817 


100.0 $ 4,026,703 100.0 


Credit Grain Sales Program 

The Credit Grain Sales Program (CGSP) 
allows the CWB to sell grain on credit to 
customers that can provide a sovereign 
guarantee of repayment from their central 
bank or ministry of finance. The Govern- 
ment of Canada, in consultation with the 
CWB, establishes country eligibility and 
individual country credit ceilings for this 
program on an annual basis. Repayment 
terms cannot exceed 36 months from time 
of shipment, and commercial rates of interest 
are charged. During the year ended July 31, 
2000, credit extended under this program 
totalled $371.7 million, compared to $95.5 
million the previous year. 

The balance receivable at July 31, 2000 


CGSP receivable at July 31, 2000 


$ 000 
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Current Overdue Total 

$ 5,926,417 $ 319 $ 5,926,736 
57,840 - 57,840 
5,984,257 319 5,984,576 
403,064 756,031 1,159,095 

$ 6,387,321 $ 756,350 $ 7,143,671 
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from sales made under this program to date is 
$7.1 billion. Of this amount, $6.0 billion 
represents receivables for which payments of 
principal and interest have been rescheduled 
over periods ranging from five to 25 years 
under terms agreed to by the Government 
of Canada at the Paris Club. Included in the 
rescheduled amount is $57.8 million owed 

to the CWB by the Government of Canada 
under debt reduction arrangements where 
they have assumed certain amounts that 
otherwise would have been paid by the 
debtor government. The balance of non- 
rescheduled receivables at July 31, 2000 was 
$1.2 billion. 

Overdue amounts include $0.3 million 
that was receivable from Zambia on a 
rescheduled credit receivable that had not 
been received on the due date and was still 
outstanding at July 31, 2000. Zambia paid 
the overdue amount in August. 

Overdue amounts also include $752.2 
million due from Iraq and $3.9 million due 
from Pakistan where payments for credit 
sales had not been received on the due dates 
and were still outstanding at July 31, 2000. 
Iraq is not currently paying obligations 
because of United Nations sanctions. The 
CWB expects the overdue amounts from 
Pakistan to be rescheduled under Paris Club 
arrangements. 

Since the Government of Canada guarantees 
repayment of the principal and interest of all 
credit receivables under this program, the CWB 
makes no allowance for credit losses. 


Agri-food Credit Facility 

The Agri-food Credit Facility allows the 
CWB to sell grain, either directly or through 
accredited exporters, on credit to private 
importers where the importer cannot provide 
a sovereign guarantee of repayment. Since these 
transactions involve private buyers and their 
banks, country credit ceilings do not apply. 
Instead, the Government of Canada evaluates 
each transaction on an individual basis. 
During the year ended July 31, 2000, 
credit under this program totalled $145.9 
million, compared to $95.4 million for 
the previous year. 
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The balance receivable at July 31, 2000 
from sales made under this program to date 
was $63.3 million. The Government of 
Canada guarantees a declining percentage of 
the receivables under this program based on 
the repayment period, with the CWB assuming 
the residual risk not guaranteed. The portion 
of credit risk assumed by the CWB under this 
program at July 31, 2000 of $1.3 million is 
considered collectable, therefore there was 
no allowance for credit losses. 


Other 

From time to time, Canadian commercial 
banks participate with the CWB in providing 
credit under the above programs. In these cases, 
the CWB receives payment for the bank's 
portion of the credit transaction. The bank 
then assumes the risk of non-payment by 
the customer on their portion of the credit 
extended, without recourse to the CWB. 
During the year ending July 31, 2000, credit 
provided by banks under these arrangements 
totalled $185.8 million, compared to $61 million 
the previous year. 

On other occasions, the CWB may extend 
credit under a guarantee of repayment 
provided by a commercial bank. The CWB's 
exposure in this type of transaction is limited 
to the risk of non-performance by the bank 
in the event of default by the customer. 

This exposure is managed by contracting 
only with highly rated financial institutions. 
There were no transactions in this category 
during the year ended July 31, 2000, compared 
to $5 million the previous year. There were 
no amounts due from customers under these 
guarantee arrangements at July 31, 2000, 
compared to $0.8 million at July 31, 1999. 
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-EUNDING 


Under the Canadian Wheat Board Act, 
and with the approval of the Minister of 
Finance, the CWB is empowered to borrow 
money by any means, including the issuing, 
reissuing, selling and pledging of bonds, 
debentures, notes and other evidences of 
indebtedness. All borrowings of the CWB are 
unconditionally and irrevocably guaranteed 
by the Minister of Finance on behalf of 
Her Majesty in right of Canada. 

The CWB has established borrowing 
programs in various markets around the 
world. The CWB's primary funding sources 
are: 


* Domestic Commercial Paper Program 
(the "Wheat Board Note” program); 


° U.S. Commercial Paper Program; 


¢ Euro Commercial Paper Program; and 


e Euro Medium-Term Note Program. 


t 
ras 


Moody's Investor Service Aal 
Standard & Poor's Ratings Group AAA 
Dominion Bond Rating Service AAA 
Canadian Bond Rating Service AA+ 
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Domestic 


The CWB borrows money in order to 
finance grain inventories, credit sales, 
administrative and operating expenses, 
as well as to administer the Government of 
Canada's advance payment programs. 

The CWB borrows in a variety of currencies 
but eliminates currency risk by converting 
borrowings into either Canadian or U.S. 
dollars to match the assets being financed. 
The total debt portfolio generally fluctuates 
between $6 and $7 billion Canadian dollar 
equivalent. 

The CWB continues to explore new 
borrowing opportunities in an ongoing effort 
to further reduce borrowing costs, expand 
and diversify its investor base and maintain 
access to money. 

The CWB has the following credit ratings: 


Foreign Currency 
ae ‘Short-term Long-term | Short-term 
PI Aal Pl 
Ale AA+ Al+ 
R-1H AAH RI1H 
skal Wap AA+ A-1+ 
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The CWB seeks to minimize risks related 
to the financial operations of the corporation. 
These risks include market risk, credit risk 
and liquidity risk, as described below. The CWB 
analyzes, manages, reports and controls 
exposures to these financial risks and ensures 
adherence to approved corporate policies and 
risk management guidelines. 


Market risk 

Market risk is the risk to the CWB's 
financial condition resulting from adverse 
movements in the level or volatility of 
market prices. The CWB is exposed to 
market risk in the areas of commodity price 
risk, foreign exchange risk and interest 
rate risk. 


Commodity price risk 

Commodity price risk is the risk of 
reduced revenue for the CWB resulting 
from adverse changes in commodity prices. 
Commodity price risk is inherent in the 
CWB's core business operations. The CWB 
is exposed to commodity price risk on grain 
sales made into export and domestic markets 
and is authorized to use futures and options 
to assist in the pricing of grain sales. One of 
the CWB's major commodity risk manage- 
ment programs involves managing the price 
risk associated with customer basis contracts, 
which enable the CWB and the customer to 
manage price risk independently, and provide 
the customer with the ability to determine 
the date that the contract will be priced. 

In 1999-2000, 38 per cent of wheat was sold 
on basis contracts. 

The CWB manages the risk of an adverse 
movement in the price of grain between the 
time the grain is sold and when it is priced 
by the customer by selling grain futures 
contracts on regulated U.S. futures markets. 
The CWB may also utilize futures contracts to 
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price grain where there is no opportunity 
to do so in the physical market. 


Foreign exchange risk 

Foreign exchange risk is the exposure to 
adverse changes in foreign exchange rates 
that would negatively affect the Canadian 
dollar returns to the CWB. Given the nature of 
its business, the CWB is exposed to substantial 
foreign exchange risk. Since the world price 
for grain is established in U.S. dollars, all sales 
made by the CWB are priced either directly or 
indirectly in U.S. dollars. 

To manage foreign exchange risk on 
sales, the CWB hedges foreign currency sales 
values using derivative contracts to protect 
the expected Canadian dollar proceeds on 
sales contracts. 


Interest rate risk 

Interest rate risk is the exposure to 
negative fluctuations in the CWB's net 
interest earnings resulting from adverse 
changes in market interest rates. The CWB's 
interest rate risk arises from the mismatch in 
interest rate term and re-pricing dates on the 
CWB's interest earning assets and interest 
paying liabilities. The interest spread between 
the interest rate set on the assets and the 
rate set on the liabilities is typically positive, 
resulting in net interest earnings for the 
CWB which are allocated to the pool accounts 
and flow directly to farmers. 

The CWB manages its interest rate risk 
to ensure interest earnings for the CWB's 
producers are maintained. 


Credit risk 

Credit risk is the risk of potential 
loss should a counter-party fail to meet its 
contractual obligations. The CWB is exposed 
to credit risk with respect to non-guaranteed 
accounts receivable, as well as credit risk on 
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investments and derivative transactions used 
to manage the CWB's market risks. 


Receivables 

The CWB sells grain under two government- 
supported export credit programs: the Credit 
Grain Sales Program and the Agri-food Credit 
Facility. Under the Credit Grain Sales Program, 
the CWB is not exposed to credit risk since 
grain is sold to sovereign buyers who can 
provide a sovereign guarantee of repayment 
and the Government of Canada, in turn, 
guarantees 100 per cent of the credit receivable. 
Under the Agri-food Credit Facility, grain is 
sold to non-sovereign buyers who cannot 
provide a sovereign repayment guarantee, 
and the Government of Canada guarantees a 
declining percentage of the receivable based 
on the repayment period of the credit. CWB 
exposure to credit risk under this program is 
limited to the residual risk not guaranteed. 
Because of the nature of the CWB’s credit 
sales, the vast majority of the CWB's credit 
exposure on credit receivables is ultimately to 
the Government of Canada. 

Any other credit exposure is limited to 
highly rated commercial banks. There have 
been no defaults to date related to sales 
made under this type of arrangement, and 
there are no outstanding balances due. 


Investments 

The CWB manages counter-party exposure 
to the risk of loss from an investment by 
transacting only with highly rated counter- 
parties. Investments are made according to 
the credit rating requirements of the Canadian 
Wheat Board Act, the CWB's annual borrowing 
authority granted by the Minister of Finance 
and applicable government guidelines. 


Derivative transactions 

The risk of loss on derivative financial 
instruments is limited to the replacement 
cost of contracts having a positive fair value. 
The CWB manages its risk on over-the-counter 
derivative transactions by contracting only 
with highly rated counter-parties that meet or 
exceed the CWB's financial risk management 
policies. These policies are in line with the 
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Minister of Finance credit policy guidelines. 
In addition to strict credit rating requirements, 
the CWB signs master agreements in advance 
of any over-the-counter derivative transactions 
to minimize the credit risk, legal risk and 
payment risk of these transactions. The CWB 
manages its credit risk on futures contracts 
by dealing through exchanges where changes 
in market position are settled on a daily basis. 


Liquidity risk 
The CWB's liquidity risk is comprised of 
funding liquidity risk and market liquidity risk. 


Funding liquidity risk 

Funding liquidity risk is the risk that the 
CWB will be unable to meet its debt payment 
obligations on settlement dates. The CWB is 
a net borrower and uses investments to 
minimize its funding liquidity risk associated 
with its activities in the debt markets. In the 
course of normal operations, the CWB's 
funding programs provide sufficient liquidity 
to meet daily cash requirements. The CWB 
may hold highly rated short-term investments 
to ensure that sufficient funds are available 
to meet debt obligations. Sufficient lines 
of credit are also maintained with financial 
institutions to provide additional access 
to funds. 


Market liquidity risk 

Market liquidity risk is the risk that the 
CWB may not be able to, or can not easily 
unwind or offset a particular market position 
at or near the current market price because of 
inadequate market depth or disruptions in 
the market place. The CWB only uses liquid 
derivatives to manage its market risk and 
generally purchases marketable investments 
to manage funding liquidity risk. 


The Year 2000 issue 

The Year 2000 issue arose because many 
existing computer systems recorded and 
identified years with two digits, rather than 
four. When the century rollover occurred, 
date fields contained the two-digit year "00". 
The risk was that many computers or electronic 
equipment would fail to recognize the change 
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to the Year 2000, and could have failed or 
produced erroneous results, potentially 
affecting business viability and profitability. 
The CWB's efforts with respect to the 
Year 2000 proved successful. The transition 
to the Year 2000 was uneventful as a result of 
the significant preparation that the company 
undertook including an inventory of all 
technology, conversion or replacement of 
key computer systems and infrastructure, 
readiness testing and development and 
implementation of contingency plans. 
In addition, the CWB conducted business 


partner readiness assessment and monitoring, 
and worked with grain elevator companies, 
railways, banks, other significant suppliers 
and grain customers to ensure that there 
were no disruptions to western Canadian 
grain shipments on and after January 1, 2000. 

The total cost incurred by the CWB 
between 1996 and 2000, related to the 
conversion of systems and infrastructure, 
was $23.3 million. These costs have been 
capitalized to minimize the impact on any 
particular pool account, and are being 
amortized over a 10-year period. 
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Canadian wheat, durum and barley 
exports are likely to remain at their current 
levels in coming years given production 
competition from other crops and limited 
growing area. There is potential for a longer 
term overall improvement in returns to 
producers for a number of reasons. 


Demand 

Population growth and increasing demand 
for higher quality grain will help to ensure an 
outlet for western Canadian wheat, durum 
and barley in coming years. Countries in Asia, 
the Middle East, Africa and Latin America, 
which accounted for about 78 per cent of 
western Canadian exports in 1999-2000, are 
expected to experience the largest growth 
in population. Moreover, gross domestic 
product growth rates for most of the develop- 
ing countries in these regions are projected 
to surpass those for developed countries. 
As a result, not only will consumption 
increase because of population growth, 
but higher incomes will also fuel a demand 
for higher quality. 


Supply 

The global price effect of an increase 
in demand depends upon the production 
response - increase or decrease in supply 
as a result of changing acreage or yields. 
Improving agronomic practices, particularly 
in developing countries, and the develop- 
ment of new varieties through traditional 
plant breeding techniques and genetic 
engineering have the potential to increase 
global yield prospects in the long run. 
However, competition for acreage from 
oilseeds and other crops is expected to 
ensure support for cereal grain prices in 
the future. 

Large stocks among the major exporting 
countries and a significant, although highly 
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variable, exportable surplus in minor exporting 
countries will continue to ensure a competitive 
trade environment in the medium term. 
Given expectations of relatively static western 
Canadian wheat, durum and barley exports, 
we are not expecting an overall increase in 
the Canadian share of the total world wheat 
trade to any great extent. CWB efforts on 
behalf of producers will continue to focus 
on increasing market share and revenue in 
high return markets. 


Global trade environment 

The World Trade Organization (WTO) 
is currently entering a new round of trade 
negotiations. The last round, known as the 
Uruguay Round, saw the first agreement on 
agriculture, which was expected to usher in a 
new era of lower subsidies and greater trade 
liberalization. While this agreement was 
successful in reducing import duties, and 
to some extent export subsidies, massive 
domestic support in certain countries continues 
to distort production and trade. This has 
resulted in western Canadian producers 
receiving grain prices that are, for many, 
insufficient to sustain viable operations 
without significant support from the federal 
and provincial governments. The next round 
of talks will play a critical role in addressing 
domestic support levels, export subsidies, 
market promotion and market access in an 
attempt to create a more level playing field 
for producers around the globe. If successful, 
the international trade environment in ten 
years’ time should favour western Canadian 
producers given their high level of efficiency 
and competitive advantage in grain production. 


CWB commitment to innovation 

The CWB will continue its commitment 
to finding innovative ways to improve the 
procurement and marketing aspects of our 
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business that enhance producer returns 
directly and indirectly. 

As customers become more price-sensitive, 
quality-specific and service-oriented, our market 
development activities will continue to play 
a pivotal role in working first hand with end 
users to promote the benefits of using Canadian 
grain. Working toward the development of 
new varieties of wheat, durum and malting 
barley that are tailored to meet both customer 
and producer requirements, making strategic 
investments such as the pilot pasta plant at 
the Canadian International Grains Institute, 
and working toward the development of 
non-visual quality control systems are all part 
of the value added service provided by the 
CWB that will continue to enhance producer 
returns. 

Innovations in agricultural biotechnology, 
and in particular the development of new 
products through genetic modification, are 
attracting considerable attention and contro- 
versy. The CWB recognizes that biotechnology 
and its products may provide benefits to 
consumers and to wheat and barley farmers 
in Western Canada. However, especially given 
consumer reaction to date, the CWB is leading 
efforts to ensure a competent and complete 
evaluation of the issues, While there currently 
are no genetically modified wheat or barley 
varieties registered for commercial production 
in Canada or elsewhere, as part of its strategy, 
the CWB is helping prepare the marketing 
system for their possible production. As well, 
the CWB is thoroughly evaluating the benefits, 
costs and risks that farmers and the CWB 
would face in marketing such products to 
help determine if and when they should be 
introduced. The CWB's objective is to ensure 
that, if introduced, the market entry of any 
genetically modified wheat and barley varieties 
be accomplished in a manner that will satisfy 
customers’ requirements and improve returns 
to western Canadian farmers. 

The introduction of flexible pricing 
options in response to producer cash flow and 
risk management concerns also demonstrates 
our commitment to innovation. These new 
products give producers more flexibility in 
managing their individual farming operations. 
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Ongoing efforts to improve existing pricing 
and payment options and to develop new 
ones will benefit western Canadian producers. 
Maximizing producer returns also implies 
minimizing costs. Producers are the direct 
beneficiaries of a low cost, competitive grain 
handling and transportation system that 
improves the CWB's ability to put the right 
grain quality and quantity in the right place 
at the right time. Our grain transportation 
system will continue to change and the CWB 
will require direct access to the car supply and 
the establishment of commercial contracts with 
performance criteria for system participants 
to ensure an efficient and accountable 
transportation system. As part of these 
changes, the CWB has designed tender 
agreements and a new car awards system 
to ensure that the consolidating grain handling 
system in Western Canada remains competitive. 
Achieving a competitive, least-cost grain 
handling and transportation system will 
require ongoing innovation. 


FORWARD- 
LOOKING 
INFORMATION 


A number of factors could cause actual 
results to differ materially from those 
expressed in the forward-looking statements, 
including: climate; changes in government 
policy and regulations; and the international 
economic environment. 
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MANAGEMENT'S RESPONSIBILITY FOR 
FINANCIAL REPORTING 


The financial statements of the Canadian Wheat Board included in this Annual Report are the 
responsibility of the Corporation's management and have been reviewed and approved by the 
Board of Directors. Management is also responsible for all other information in the Annual Report 
and for ensuring that this information is consistent, where appropriate, with the information 
contained in the financial statements. 

The financial statements have been prepared in accordance with Canadian generally accepted 
accounting principles appropriate in the circumstances and reflect the results for the 1999-2000 
pool accounts and the financial status of the Corporation at July 31, 2000. 

In discharging its responsibility for the integrity and fairness of the financial statements, 
management maintains financial and management control systems and practices designed to 
provide reasonable assurance that transactions are authorized, assets are safeguarded and proper 
records are maintained. The system of internal control is augmented by an internal audit depart- 
ment that conducts periodic reviews of different aspects of the Corporation's operations. 

The Board of Directors is responsible for ensuring that management fulfills its responsibilities 
for financial reporting and internal control. The Board of Directors exercises this responsibility 
through the Audit and Finance Committee of the Board, which is composed of Directors who are 
not employees of the Corporation. The Audit and Finance Committee meets with management, 
the internal auditors and the external auditors on a regular basis, and the external and internal 
auditors have full and free access to the Audit and Finance Committee. 

The Corporation's external auditors, Deloitte & Touche LLP, are responsible for auditing the 
transactions and financial statements of the Corporation and for issuing their report thereon. 


Greg S. Arason Gordon P. Menzie 

President and Chief Executive Officer Executive Vice-President, Finance and Treasurer 
Winnipeg, Manitoba 

December 6, 2000 
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AUDITORS’ REPORT 


To the Board of Directors of the Canadian Wheat Board: 


We have audited the financial statements of the Canadian Wheat Board which consist of the 
balance sheet at July 31, 2000 and the combined statement of operations and statement of distri- 
bution to producers for the 1999-2000 pool accounts, the statements of operations and the statements 
of distribution to producers for the 1999-2000 pool accounts for wheat, amber durum wheat and 
barley for the period August 1, 1999 to completion of operations on August 31, 2000 and for 
designated barley for the period August 1, 1999 to completion of operations on September 30, 2000, 
the statement of cash flow for the year ended July 31, 2000 and the statement of administrative 
and general expenses for the year ended July 31, 2000. These financial statements are the responsibility 
of the Corporation's management. Our responsibility is to express an opinion on these financial 
statements based on our audit. 

We conducted our audit in accordance with Canadian generally accepted auditing standards. 
Those standards require that we plan and perform our audit to obtain reasonable assurance 
whether the financial statements are free of material misstatement. An audit includes examining, 
on a test basis, evidence supporting the amounts and disclosures in the financial statements. 

An audit also includes assessing the accounting principles used and significant estimates made 
by management, as well as evaluating the overall financial statement presentation. 

In our opinion, these financial statements present fairly, in all material respects, the financial 
position of the Canadian Wheat Board as at July 31, 2000 and the results of its operations and cash 
flow for the periods shown in accordance with Canadian generally accepted accounting principles. 


Qe fel ep 


Deloitte & Touche LLP 
Chartered Accountants 


Winnipeg, Manitoba 
December 6, 2000 
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BALANCE SHEET 


As of July 31 (000's) 2000 1999 
Assets 
Accounts Receivable 

Credit programs (Note 3) $ 7,206,991 $ 6,875,649 

Non-credit sales 6,545 30,432 

Advance payment programs (Note 4) 258,393 TIZ073 

Other 64,463 20,961 

7,536,392 6,999,115 

Inventory of Grain (Note 5) 15182,227 1,105,747 
Deferred and Prepaid Expenses (Note 6) 7,958 24,332 
Capital Assets (Note 7) 68,349 75,665 
Total Assets $ 8,794,926 $ 8,204,859 
Liabilities 
Borrowings (Note 8) $7,264,209 $ 6,768,869 
Accounts Payable and Accrued Expenses (Note 9) 139,248 137,438 
Liability to Agents (Note 10) 858,511 [Do2> 
Liability to Producers — Outstanding Cheques (Note 11) 222335 171,055 
Liability to Producers — Undistributed Earnings (Note 12) 301,326 359,020 
Provision for Producer Payment Expenses (Note 13) 5,960 5,934 
Special Account — Net Balance of Undistributed 

Payment Accounts (Note 14) 355K. 4,020 
Total Liabilities $ 8,794,926 $ 8,204,859 


On behalf of the Board: 


fen Vi pr 


Ken Ritter Greg S. Arason 


Chair, Board of Directors President and Chief Executive Officer 
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COMBINED Poo. ACCOUNTS 


Pool Account ($000's) 1999-2000 1998-1999 
RECEIPTS FROM PRODUCERS (Tonnes) 23 628 850 19 616 132 
reac aNd 7, Seer ee 20 B17 Se ee? 3020709) 
Operating Costs 
Direct costs 
Country inventory financing 24,037 24,426 
Storage 
- country elevator 43,126 47,562 
- terminal 26,839 17,960 
Despatch earnings, net of demurrage costs (5,810) (6,662) 
Additional freight 
- to terminal 12,136 4,149 
- to move grain into eastern export position 78,139 58,530 
- from freight rate changes (1,563) (75) 
Drying charges 395 69 
eye moppencars—interestand depreciation == 4B BOD 
Total direct costs 180,647 149,122 
Administrative and general expenses (Note 18) 63,771 55,204 
Grain industry organizations (Note 19) 1,701 1,699 
Net interest earnings a OEE oe eS) 
Total Operating Costs 4 e224 oe 133,500, 
Earnings for Distribution to Producers $ 4,323,593 $ 3,893,197 
Statement of Distribution to Producers 
Pool Account ($000's) 1999-2000 1998-1999 
Earnings Distributed to Producers 
Initial payments on delivery $3,519,524 $ 3,162,228 
Adjustment payments 490,402 360,688 
Interim payment 148,756 172,410 
Final payment 152,470 186,506 
Producer contract storage payments 12,342 11,261 
Rebate on producer cars Fase ie i! es Boer ede eee 
Total Earnings Distributed to Producers $ 4,323,593 $ 3,893,197 
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WHEAT Poot ACCOUNT 


Statement of Operations 


1999-2000 1998-1999 
Rate per Rate per 
($000's, except rates per tonne) Amount Tonne Amount Tonne 
RECEIPTS FROM PRODUCERS (Tonnes) 16 426 836 12 512 726 
Revenue (Note 17) ‘ : $ 3,039,640 $185.04 $ 2;574,023) ao 205.71 
Operating Costs 
Direct costs 
Country inventory financing 16,467 1.00 18,036 1.44 
Storage 
- country elevator 29,195 1.78 34,620 Th 
- terminal 17,256 1.05 10,769 0.86 
Despatch earnings, net of demurrage costs (4,561) (0.28) (5,414) (0.43) 
Additional freight 
- to terminal 10,461 0.64 2,301 0.18 
- to move grain into eastern export position 20,236 123, 2,660 0.21 
- from freight rate changes (774) (0.04) (187) (0,02) 
Drying charges 319 0.02 36 0.01 
____CWB hopper cars — interest and depreciation 2,328 0.14 2,017 0.16 
Total direct costs 90,927 5.54 64,838 5.18 
Administrative and general expenses (Note 18) 44,328 2.70 35,214 2.81 
Grain industry organizations (Note 19) 1,183 0.07 1,084 0.09 
__ Net interest earnings (47,713) (2.91) (51,991) (4.15) 
Total Operating Costs 88,725 ‘5.40 49,145 3.93 
Earnings for Distribution to Producers $2,950,915 $179.64 $2 5246/8 1S 20178 
Statement of Distribution to Producers 
1999-2000 1998-1999 
Rate per Rate per 
($000's, except rates per tonne) Amount Tonne Amount Tonne 
Earnings Distributed to Producers 
Initial payments on delivery $2,452,411 $149.29 $2,070,448 $ 165.47 
Adjustment payments 339,965 20.70 242,257 19.36 
Interim payment 65,453 3.98 112,598 8.99 
Final payment 93,007 5.66 99,496 7.95 
SEENON DOMMES ES 79 tae ee 
Total Earnings Distributed to Producers $2,950,915 $179.64 $2,524,878 $201.78 


For the period August 1, 1999 to completion of operations on August 31, 2000 
(with prior year comparatives for the period ended August 31, 1999) 
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DuruM Poot ACCOUNT 


Statement of Operations 


1999-2000 1998-1999 
Rate per Rate per 
($000's, except rates per tonne) Amount tonne Amount tonne 
RECEIPTS FROM PRODUCERS (Tonnes) 3 975 734 4 904 639 
Revenue (Note 17) $892,476 $224.48 —‘$ 1,082,241 $ 220.65 
Operating Costs 
Direct costs 
Country inventory financing por 1.40 5,636 lass 
Storage 
- country elevator 8,768 2.21 11,144 D2: 
- terminal 8,761 2.20 6,664 16 
Despatch earnings, net of demurrage costs (1,212) (0.30) (1,178) (0.24) 
Additional freight 
- to terminal 1,420 0.36 1,846 0.38 
- to move grain into eastern export position 57,904 14.56 55,624 11.34 
- from freight rate changes (510) (0.13) 76 0.01 
Drying charges 48 0.01 23 0.01 
CWB hopper cars — interest and depreciation 503. ——i«éiO, 14 ne 0.16 
Total direct costs 81,313 20.45 80,626 16.44 
Administrative and general expenses (Note 18) 10,734 2570 13,802 2.81 
Grain industry organizations (Note 19) 286 0.07 425 0.09 
Net interest earnings a (7,571) 190) e030)  2,05)5 
Total Operating Costs 84,762 232 84,823 17.29 
Earnings for Distribution to Producers $807,714 $203.16 $997,418 $203.36 
Statement of Distribution to Producers 
1999-2000 1998-1999 
Rate per Rate per 
($000's, except rates per tonne) Amount Tonne Amount  Tonne 
Earnings Distributed to Producers 
Initial payments on delivery $619,492 $155.82 $796,906 $ 162.48 
Adjustment payments 80,732 20.31 92,534 18.87 
Interim payment 61,933 15.58 44,420 9.06 
Final payment 45,542 11.45 63,535 12.95 
Rebate on producer cars 15 0.00 23 0.00 
Total Earnings Distributed to Producers $ 807,714 $203.16 $997,418 $203.36 


For the period August 1, 1999 to completion of operations on August 31, 2000 
(with prior year comparatives for the period ended August 31, 1999) 
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BARLEY PooL ACCOUNT 


Statement of Operations 


1999-2000 1998-1999 
Rate per Rate per 
($000's, except rates per tonne) Amount Tonne Amount Tonne 
RECEIPTS FROM PRODUCERS (Tonnes) 671 703 277 100 
Revenue (Note 17) $90,262 $134.38 $38,348 $ 138.39 
Operating Costs 
Direct costs 
Country inventory financing 439 0.65 242 0.87 
Storage 
- country elevator 1,639 2.45 1,360 4.91 
- terminal 781 116 409 1.48 
Despatch earnings, net of demurrage costs (9) (0.01) (6) (0.02) 
Additional freight 
- to terminal 255 0.38 1 0.00 
- to move grain into eastern export position - - 246 0.89 
- from freight rate changes (127) (0.19) (12) (0.04) 
Drying charges 28 0.04 - - 
CWB hopper cars ~ interest and depreciation 95 0.14 45 0.16 
Total direct costs 3,101 4.62 2,285 8.25 
Administrative and general expenses (Note 18) 1,816 2.70 781 2.81 
Grain industry organizations (Note 19) 48 0.07 24 0.09 
Net interest earnings (5,306) (7.90) (6,192) (22.34) 
Total Operating Costs (341) (0.51) (3,102) (11.19) 
Earnings for Distribution to Producers $ 90,603 $ 134.89 $-41: 450) 4$140'58 


Statement of Distribution to Producers 


1999-2000 1998-1999 

Rate per Rate per 

($000's, except rates per tonne) Amount Tonne Amount Tonne 
Earnings Distributed to Producers 

Initial payments on delivery $69,773 $103.88 $ 32,807 S118 72 

Adjustment payments 12,496 18.60 3,701 13:35 

Interim payment 4,702 7.00 1,940 7.00 

Final payment 3,627 5.40 2,910 10.50 

Rebate on producer cars 5 0.01 p. 0.01 

Total Earnings Distributed to Producers $90,603 $134.89 $41,450 $149.58 


For the period August 1, 1999 to completion of operations on August 31, 2000 
(with prior year comparatives for the period ended August 31, 1999) 
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DESIGNATED BARLEY Poot ACCOUNT 


Statement of Operations 


1999-2000 1998-1999 
Rate per Rate per 
($000's, except rates per tonne) Amount tonne Amount tonne 
RECEIPTS FROM PRODUCERS (Tonnes) 2 554577 1 921 667 
Revenue (Note 17) $ 482,439 $188.85 _ $332,091 $172.81. 
Operating Costs 
Direct costs 
Country inventory financing 1,560 0.61 Sy 0.26 
Storage 
- country elevator 3,525 1.38 439 0.23 
- terminal 40 0.02 118 0.06 
Despatch earnings, net of demurrage costs (29) (0.01) (64) (0.03) 
Additional freight 
- to terminal - - 1 0.00 
- from freight rate changes (152) (0.06) 48 0.02 
Drying charges - - 10 0.01 
CWB hopper cars — interest and depreciation 362 re OE ae 310 pr ulitiy 
Total direct costs 5,306 2.08 1373 0.71 
Administrative and general expenses (Note 18) 6,893 270 5,407 2.81 
Grain industry organizations (Note 19) 184 0.07 166 0.09 
Net interest earnings (4,306) (1.69) (4,306) (2.24) 
Total Operating Costs . SOT 10) eee 04 Oe 
Earnings for Distribution to Producers $ 474,362 $185.69 $ 329,451 $171.44 


Statement of Distribution to Producers 


1999-2000 1998-1999 

Rate per Rate per 

($000's, except rates per tonne) Amount Tonne Amount Tonne 
Earnings Distributed to Producers 

Initial payments on delivery $ 377,849 $147.91 $201,977 $ 136,33 

Adjustment payments 57,209 22.39 22,196 ils 

Interim payment 16,669 6.53 13,452 7.00 

Final payment 10,293 4.03 20,505 10.70 

Producer contract storage payments 12,342 4.83 11,261 5.86 

Total Earnings Distributed to Producers $ 474,362 $185.69 $ 329,451 $171.44 


For the period August 1, 1999 to completion of operations on September 30, 2000 


(with prior year comparatives for the period ended September 30, 1999) 
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STATEMENT OF CASH FLOW 


For the year ended July 31 (000's) 


Increases (Decreases) of Cash during the Year 


Cash Flow from Operating Activities 
Cash received from sale of grain 
Net cash paid for operating costs 
Add items not requiring an outlay of cash 
Depreciation on CWB hopper cars 
Depreciation on other capital assets 


changes in working capital 

Changes in non-cash working capital 
Accounts receivable, excluding credit sales 
Inventory of grain 
Deferred and prepaid expenses 
Accounts payable and accrued expenses 
Liability to agents 
Liability to producers for outstanding cheques 
Provision for producer payment expenses 
Special account 


Cash Flow from Financing Activities 
Increase in borrowings 


Cash Flow from Investing and Other Activities 


(Increase) decrease in accounts receivable — credit programs 


Purchase of capital assets 
Proceeds from sale of capital assets 


Cash Distributed to Producers 


Distribution of cash balances that were undistributed 


at beginning of year 


Distribution of cash balances prior to July 31 related 


to the current year 


Net Increase in Cash and Cash Equivalents 
Net Cash Position at Beginning of Year 
Net Cash Position at End of Year 
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2000 


$ 4,504,817 
(181,224) 


2,870 
8,875 


4,335,338 


(205,935) 
(76,480) 
16,374 
1,811 
99,988 
51,280 
26 
(683) 
4,221,719 


495,340 
495,340 


(331,342) 

(4,950) 
521 

(335,771) 


(359,020) 


(4,022,268) 
(4,381,288) 
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1999 


$ 4,026,703 
(133,506) 


2,884 
6,836 


3,902,917 


(719) 
(155,276) 
(8,142) 
16,091 
28,282 
(13,889) 
(1,709) 
1,228 
3,768,783 


53,290 
53,290 


147,291 
(19,400) 

292 
128,183 


(416,080) 


(3,534,176) 
(3,950,256) 


STATEMENT OF ADMINISTRATIVE AND 


GENERAL EXPENSES 


For the year ended July 31 (000's) 2000 1999 
CWB Costs 
Advisory Committee 3 $ 55 
Board of Directors 1,178 825 
Computer contractors 4,120 4,177 
Computer maintenance and services 4,376 3,697 
Communications 719 655 
CWB publications Vi. 640 
Farmer permits, contracts and payments 601 453 
Facilities 1,669 1,614 
Office services Zhe 2,666 
Human resources 30,580 27,953 
Training and development 457 703 
Recruiting 321 125 
Other 642 624 
Professional fees and outside services 1,547 2157 
Taxes 400 415 
Travel 1,496 1,307 
Total excluding depreciation eas ae 51,452 48,064 
Depreciation 8,875 6,836 
60,327 54,900 
Other Costs 
Corporate reorganization 2,583 : 
US. trade challenges 733 447 
Director elections E70, ' 1,242 
3,386 1,689 
Total Administrative and General Expenses ae $ 63,713 $ 56,589 
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NOTES TO THE FINANCIAL STATEMENTS 


1. Act or INCORPORATION AND MANDATE 


The Canadian Wheat Board (the Corporation) was 
established by the Canadian Wheat Board Act, a statute of the 
Parliament of Canada. On June 11, 1998, Bill C-4, An Act to 
Amend the Canadian Wheat Board Act continued the CWB as a 
shared governance corporation, without share capital, effective 
December 31, 1998. 

The Corporation was created for the purpose of 
marketing, in an orderly manner, in inter-provincial and 
export trade, grain grown in Western Canada. The Corporation 
is headed by a Board of Directors, comprised of ten 
producer-elected and five government-appointed members. 
The Corporation is accountable for its affairs to both 
western Canadian farmers through its elected Board 
members and to Parliament through the Minister responsible 
for the Canadian Wheat Board. 

The Corporation is exempt from income taxes pursuant 
to Section 149(1)(d) of the Income Tax Act. 


2,  Sicniricant AccountinG Pouicies 


Results of Operations 

The financial statements at July 31 include the final 
operating results for all pool accounts for the crop year 
ended July 31, where marketing operations have been 
completed before the issuance of the annual report for that 
year. In determining the financial results for such pools, 
the accounts of the Corporation at July 31 include: 


Revenue — Revenue from grain sales recognized in the 
accounts at the time that shipment is made, at the 
equivalent value of the proceeds receivable at Vancouver, 
Churchill or St. Lawrence position. 


Inventory — Inventory of grain on hand at July 31 at the 
values that were ultimately expected to be received as 
sale proceeds. 


Expenses incurred subsequent to July 31 — Provision for 

all expenses incurred or to be incurred in the process of 
marketing these inventories of grain including a charge for 
the portion of administrative and general expenses incurred 
subsequent to July 31 but relating to this marketing activity. 
Expenses related to marketing activities carried out 
subsequent to July 31 are included in accounts payable and 
accrued expenses. The expenses included are carrying 
charges, storage, interest, transportation charges, and 
administrative costs, together with all other sundry 
expenses incurred during the period. 


Liability to Producers — Balances not yet distributed to 
producers at July 31 where marketing operations have been 
completed for the current pool accounts are included in 
Liability to Producers. 


Allowances for Losses on Accounts Receivable 

Accounts receivable from credit programs — The 
Government of Canada guarantees the repayment of the 
principal and interest of all receivables resulting from sales 
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made under the Credit Grain Sales Program, and a declining 
percentage, based on the repayment term of the credit, of 
all receivables resulting from sales made under the Agri- 
food Credit Facility. The Corporation assumes the risk not 
covered by the Government of Canada. For receivables 
resulting from credit sales made outside of the Credit Grain 
Sales Program and the Agri-food Credit Facility, the 
Corporation may enter into arrangements with commercial 
banks who will assume the credit risk without recourse. 


Accounts receivable from non-credit sales — Shipments are 
made pursuant to the receipt of appropriate letters of credit 
issued by commercial banks that guarantee the receipt of 
funds by the Corporation. 


Accounts receivable from advance payment programs — 
The Government of Canada guarantees the repayment of 
the principal amount due from producers resulting from 
cash advances made under the Agricultural Marketing 
Programs Act, the Prairie Grain Advance Payments Act, 

and the Spring Credit Advance Program. 


As a result of these guarantees and arrangements, 
no provision is made with respect to the possibility of 
debtors defaulting on their obligations. 


Capital Assets and Depreciation 

Capital assets are recorded at cost and depreciated 
on a straight line method over their expected useful life 
as follows: t 


Asset Class Term (years) 


Computer equipment 1 to 5 
Computer systems development 2 to 10 
Automobiles 3 
Building and office improvements 3 
Office furniture and equipment 10 
Hopper cars 30 
Building 40 


Leasehold improvements Term of lease 


Translation of Foreign Currencies 

All monetary assets and liabilities denominated in 
foreign currencies are translated into Canadian dollars at 
exchange rates prevailing on the balance sheet date. The 
Corporation hedges its United States dollar assets and 
liabilities on a portfolio basis. Exchange adjustments arising 
from the translation of foreign currency denominated assets 
or liabilities are recognized in the period in which they 
occur, as a component of revenue. Borrowings in currencies 
other than the Canadian or United States dollar are hedged 
by currency exchange agreements and are converted into 
Canadian or United States dollars at the rates provided 
therein. 

Sales contracts denominated in foreign currencies are 
hedged by foreign exchange forward and option contracts. 
Forward exchange contracts are translated into Canadian 
dollars at the rates provided therein, purchased option 
contracts at the higher of the option strike price or the 
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market price net of premium, and written option contracts at 
the option strike price when exercised by the purchaser. These 
amounts are recorded in revenue as an adjustment 
to the underlying sales transactions. 

Other income and expenses are translated at the daily 
exchange rates in effect during the year. 


Derivative Financial Instruments 

The Corporation uses various types of derivative 
financial instruments such as currency and interest rate 
swaps, foreign exchange forward and option contracts and 
commodity future and option contracts in order to manage 
its exposure to currency, interest rate and commodity price 
risks. These instruments are designated as hedges and are 
only used for risk management purposes. 


Interest rate contracts - Amounts to be paid or received 
under swap and forward contracts are recognized in the 
period in which they occur, as a component of net 
interest earnings, 


Currency exchange contracts - Amounts to be paid or received 
under currency exchange contracts are recognized in the same 
pool account in which the related foreign currency transaction 
occurs, as a component of sales revenue. 


Commodity contracts - Amounts to be paid or received under 
wheat future and option contracts are recognized in the same 
pool account as the related sale that is being hedged, as a 
component of sales revenue. 


Net Interest Earnings 

Net interest earnings includes interest revenue and 
expenses related to accounts receivable and borrowings, 
bank charges, transaction and program fees on borrowing 
facilities and interest earned on each pool account during 
the pool period and until final distribution of earnings to 
producers. Interest revenue and expenses are netted which 
is consistent with the requirement under the Canadian Wheat 
Board Act that such amounts be treated as charges 
or recoveries of operating costs. 


Credit Grain 


(000's) 


Due from Foreign Customers 
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Administrative and General Expenses 

Administrative and general expenses, except for that 
portion of such expenses attributable to distributing final 
payments to producers, are allocated to the various pool 
accounts to which the services relate on the basis of the 
relative tonnage. Expenses attributable to final payments 
are allocated on the basis of the number of producers 
receiving payments from the various pool accounts. A portion 
of the administrative and general expenses incurred in the 
current crop year are allocated to the previous year's pool 
accounts to reflect the cost of marketing activities for those 
pool accounts during the year. A portion of the administrative 
and general expenses incurred in the current crop year are 
also allocated to the provision for payment expenses to 
reflect the cost of administering the payment accounts 
during the year. 


Pension Plan 

Employees participate in the Public Service Superannua- 
tion Act pension plan administered by the Government of 
Canada, The Corporation matches employees’ contributions 
for current or prior service, These contributions are 
expensed during the year in which the services are rendered 
and represent the total pension obligations of the Corporation. 
The Corporation is not required under present legislation to 
make contributions with respect to any actuarial deficiencies 
of the plan. 


Post-employment Benefits 

Employees of the Corporation are entitled to specified 
benefits provided upon retirement or termination. 

The liability for long service allowance and unused sick 
leave accumulated prior to 1988 is recorded in the accounts 
as the benefits accrue to employees. The unrecognized 
balance as at July 31, 1993 of $7,980,330 is being amortized 
on a straight-line basis over ten years commencing with the 
1993-94 crop year. The unrecognized balance at July 31, 2000 
is $2,394,099 (1999 - $3,192,132). 

The costs of health care and life insurance benefits 
for retirees are expensed as paid. 


3. Accounts RECEIVABLE FROM CREDIT SALES PROGRAMS 


2000 1999 
Agri-food 
Credit Other 
Facility Credit Total Total 


Current $403,064 $63,320 $ - $466,384 $192,341 
Overdue 756,350 - - 756,350 714,228 
Subject to Paris Club rescheduling 233 51k - 233,511 116,539 
Rescheduled 5,692,906 oe - 5,692,906 5,795,377 
a 5 _ 7,085,831 63,320 7,149,151 6,818,485 
Due from Government of Canada —__—5 7,840 ae - _ 57,8400 (57,164 
a. “es. tee $7,143,671 $63,320 $ - $7,206,991 $6,875,649 
Dee aaa, 
Credit Risk 
Guaranteed by Government of Canada $7,143,671 $61,993 $ = $7,205,664 $6,872,896 
Guaranteed by commercial banks - = = = 850 
Assumed by CWB - 1,327 - 1,327 1,903 
Mia nS 1431071 $63,320 $ - $7,206,991 _ $6,875,649 
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3. AccouNTs RECEIVABLE FROM CREDIT SALES PROGRAMS - CONTINUED 


The Corporation’s maximum exposure to credit risk 
related to these accounts receivable is limited to $1,326,696 
(1999 — $1,902,971). The credit risk for all other balances is 
assumed by either the Government of Canada guarantee of 
principal and interest balances resulting from sales made 
under the Credit Grain Sales Program and the Agri-food 
Credit Facility, or by commercial banks who have assumed 
part of the credit risk without recourse to the Corporation. 

Accounts receivable balances are classified under the 
following applicable credit programs: 


Credit Grain Sales Program 

Accounts receivable under this program arise from 
sales to Algeria, Brazil, Egypt, Ethiopia, Haiti, Iran, Iraq, 
Jamaica, Pakistan, Peru, Poland, Russia and Zambia. Of the 
$7,085,830,625 principal and accrued interest due from 
foreign customers at July 31, 2000, $5,317,386,143 represents 
the Canadian equivalent of $3,575,915,362 repayable in 
United States funds. Of the $6,738,388,380 principal and 
accrued interest due from customers at July 31, 1999, 
$4,924,152,682 represents the Canadian equivalent of 
$3,269,038,493 repayable in United States funds. 

Overdue accounts receivable at July 31, 2000 represent 
amounts due from Iraq, Pakistan and Zambia where 
payments for past credit sales had not been received on due 
dates and were still outstanding at year end. 

Through a forum known as the Paris Club, the 
Government of Canada and other creditors have periodically 
agreed to extend repayment terms beyond the original 
maturity dates or to reduce the principal owed by a debtor 
country for a variety of reasons, including humanitarian 
concerns. All members of the Paris Club are obligated to 
grant the debtor country the same treatment. Under terms 
agreed to by the Government of Canada at the Paris Club, 
the Corporation has entered into agreements to reschedule 
certain receivables beyond their original maturity dates for 
Algeria, Brazil, Egypt, Ethiopia, Haiti, Jamaica, Pakistan, 
Peru, Poland, Russia and Zambia. The terms for these 
reschedulings vary, calling for payment of interest and 
rescheduled principal for periods ranging from five to 
25 years. 

Also under terms agreed to by the Government of 
Canada at the Paris Club, the Corporation will be entering 
into an agreement with Russia to reschedule certain 
receivables totalling $233,510,517 at July 31, 2000 beyond 
their original maturity dates under previous rescheduling 
agreements. This amount is classified as subject to Paris 
Club rescheduling until the agreement is signed. 

In addition to debt relief by means of extending 
repayment terms, the Government of Canada has, in certain 
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cases, agreed to reduce the debt owed to the Corporation by 
Poland and Zambia. Under these debt reduction arrangements, 
amounts that otherwise would have been paid by the debtor 
government are paid to the Corporation by the Government 
of Canada. A total of $57,840,134 was due from the 
Government of Canada as at July 31, 2000 under these 

debt reduction agreements. Of this amount, $30,343,053 
represents the Canadian equivalent of $20,405,550 that will 
be repayable in United States funds. 

There is no allowance for credit losses, as the 
Government of Canada guarantees repayment of the 
principal and interest of all credit receivables under 
this program. 


Agri-food Credit Facility 

Accounts receivable under this facility arise from sales 
to customers in Brazil, China, Indonesia, Mexico, South 
Korea and Peru. The July 31, 2000 balance of $63,320,529 
principal and accrued interest due under the Agri-food 
Credit Facility represents the Canadian equivalent of 
$42,582,736 repayable in United States funds. The July 31, 
1999 balance of $79,246,559 principal and accrued interest 
represents the Canadian equivalent of $52,610,077 repayable 
in United States funds, 

The maximum exposure to credit risk under this 
facility at July 31, 2000 is $1,326,696 (1999 - $1,902,971), 
representing the risk not covered by the Government of 
Canada. Management considers this balance collectable in its 
entirety therefore there is no allowance for credit losses. 


Fair Value 

All accounts receivable resulting from sales made under 
credit programs as at July 31, 2000 have contractual interest 
rate repricing dates under 365 days. As a result of the short 
terms to repricing dates of these financial instruments, fair 
value approximates the carrying values. 


Maturities 
These accounts receivable mature as follows: 


POU Bi Nels et ee LORNT S.C eT 


Amounts due: 


within 1 year $749,573 $502,112 
from | - 2 years 224,113 147,653 
from 2 - 3 years 331,051 216,063 
from 3 - 4 years 429,436 320,803 
from 4 - 5 years 513,415 417,565 
over 5 years 4,203,053 4,557,225 
overdue 756,350 714,228 
ome) Meee Te Nat 7 200001 $6,875,649 
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4. Accounts RECEIVABLE FROM ADVANCE PAYMENT PROGRAMS 


2000 1999 
Agricultural Prairie Grain Spring Credit 
Marketing Advance Advance 
(000's) Programs Act Payments Act Program Total Total 
Due from Producers 
Principal balances outstanding ; $66,200 Se $190,834 $257,034 $72,641 
7 = 86,200 90834 570 2 
Due from (to) Government of Canada 
Recovery of interest costs on producers’ 
interest free portion of advances 1,338 (5) 1,750 3,083 1,464 
Amounts collected from producers and grain 
companies subsequent to reimbursement by 
Government of Canada (304) (62) - (366) (832) 
Interest on defaulted accounts collected from 
producers on behalf of Government of 
Canada ie ee eee 27) (31) - (1,358) (1,200) 
~ (293) Al es ES 
$65,907 —_ $(98) $192,584 $258,393 $72,073 


The Corporation administers the cash advance 
programs for wheat, durum and barley farmers in 
Western Canada on behalf of the Government of Canada. The 
Government guarantees the repayment of advances made to 
farmers therefore the corporation is not exposed to credit risk. 
The Corporation recovers its costs of administering the programs 
from the Government. 

The Government of Canada introduced the Agricultural 
Marketing Programs Act in 1997 to provide farmers with 
cash flow by advancing money for grain stored on the farm. 
This program replaced a previous Government of Canada 
program under the Prairie Grain Advance Payments Act. 
The Government of Canada pays interest on advances up 
to $50,000, and the producer pays interest on any amounts 
in excess of $50,000, 

The Government of Canada introduced the Spring 

Credit Advance Program in the spring of 2000 to assist 
farmers with spring seeding costs. The program enables 


5. INVENTORY OF GRAIN 


Inventory of grain at July 31 is reported at the values that 
were ultimately expected to be received as sale proceeds as 


follows: 


Wheat $ 691,068 $ 702,649 
Durum 369,403 350,848 
Barley 31,206 18,838 
Designated Barley 90,550 33,412 

; | ae C1 182227 oes 8 1108 ay 
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producers to receive up to $20,000 with interest paid by the 
Government of Canada. Any balances outstanding under the 
program will reduce the interest-free and maximum 
entitlements available to the producer in the fall of 2000 
under the Agricultural Marketing Programs Act. 

Cash advances issued during the year by the Corporation 
under these programs totalled $706,881,345, including 
$514,999,700 issued under the Agricultural Marketing 
Programs Act and $191,881,645 issued under the Spring Credit 
Advance Program, 

Cash advances issued by the Corporation under 
Government of Canada cash advance programs totals 
$13,029,760,920, including $11,316,812,153 issued under the 
Prairie Grain Advance Payments Act since its inception in 1957, 
$1,521,067,122 issued under the Agricultural Marketing 
Programs Act since its inception in 1997, and $191,881,645 
issued under the Spring Credit Advance Program since its 
inception in 2000. 


6, DEFERRED AND Prepaip ExPENSES 


(000's) 2000 1999 
Prepaid cost of moving inventory 

to eastern export position $12,320 $16,515 
Purchase and lease-renewal 

options on leased hopper cars 5,137 5,137 
Deposits on commodity margin 

accounts 3,692 3,271 
Other 2,946 2,629 
Net results of commodity hedging 

activities applicable to 

subsequent pool accounts (16,137) (3,220) 


$7058 $24332) 
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7. Carita Assets 


Net 
Accum, Book 
(000's Cost___ Deprec. Value 
July 31, 2000 
Computer systems 
development $45,025 $9,390 $35,635 
Hopper cars 85,258 58,260 26,998 
Computer equipment 12,816 10,017 2,799 
Furniture & equipment 4,737 2,972 1,765 
Land, building and 
improvements 7,563 6,752 811 
Automobiles 509 168 341 
Leasehold 
improvements 139 139 2 


$156,047 $87,698 $68,349 


Two thousand hopper cars were purchased by the 
Corporation in 1979-80 having an original cost of $90,555,623. 
Of these 2,000 cars, 117 cars have been wrecked and 


Net 
Accum, Book 
(000's Cost __ Deprec. Value 
July 31, 1999 
Computer systems 
development $43,077 $5,255 $37,822 
Hopper cars 86,345 56,124 30,221 
Computer equipment 12525 8,289 4,236 
Furniture & equipment 4,720 2,673 2,047 
Land, building and 
improvements 7,288 6,286 1,002 
Automobiles 621 306 Bib 
Leasehold 
improvements 139 IMU/ 22 


$154,715 $79,050 $75,665 


dismantled, leaving 1,883 still in the fleet. The Corporation is 
reimbursed for destroyed cars under an operating agreement 
with the Canadian National Railway. 


8. BorRowincs 


Effective Interest Rate 


(000's) (%) 2000 1999 
Commercial paper borrowings 
Canadian Commercial Paper Program $1,580,332 $2,297,476 
United States Commercial Paper Program 2,589,723 1,860,756 
Euro Commercial Paper Program 2,314,832 1,972,674 
wot So re A yeas 5.10 - 7.27 6,484,887 6,130,906 
Euro Medium Term Notes Program 5.84 - 6.67 576,291 1,223,784 
Bank lines and other Dy) 07/5) 171,013 244,075 
Accrued interest - 93,836 81,914 
‘Totalborrowings tS _ i 510-7 27 7,326,027 7,680,679 
Less investments 5.75 - 6.66 (61,818) (911,810) 
Net borrowings 0-2) 2 Se See os =o : 5.10-7.27 = $7,264,209 $6,768,869 


The Corporation's borrowings are undertaken with the 
approval of the Minister of Finance. The borrowings are 
unconditionally and irrevocably guaranteed by the Minister 
of Finance on behalf of Her Majesty in right of Canada 
through an explicit guarantee included in the Canadian 
Wheat Board Act. 

Borrowings denominated in currencies other than the 
Canadian or United States dollar have been fully swapped 
into Canadian or United States dollars. 

Of the net borrowings at July 31, 2000, $5,503,964,457 
represents the Canadian equivalent of $3,701,388,337 that 
will be repayable in United States funds, Of the net 
borrowings at July 31, 1999, $5,055,432,986 represents the 
Canadian equivalent of $3,356,192,648 repayable in United 
States funds. 

These borrowings mature as follows: 


000 1999 
Amounts due: 
within 1 year $7,121,486 $7,179,919 
from 1 - 2 years - 376,575 
from 2 - 3 years - - 
from 3 - 4 years - 


from 4 - 5 years - - 
SSRIS pees Pe 


$7,326,027 $7,680,679 
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All borrowings have contractual interest rate repricing 
dates under 365 days. As a result of the short term to maturity of 
these financial instruments, fair value approximates the 
carrying values. 


9. Accounts PAYABLE AND ACCRUED EXPENSES 


000's) 2000 1999 
Accounts payable and 
accrued liabilities $39,073 $45,971 


Expenses incurred subsequent 
to July 31 for marketing 
activities on behalf of the 


current year pool accounts 70,465 56,465 
Deferred sales revenue 29710 35,002 
$139,248 $137,438 


10, Liapitiry to AGENTS 


(000's 2000 1999 

For grain purchased from 
producers $789,428 $674,620 
For deferred cash tickets 1) 109,083) | 7583,903 
$858,511 $758,523 
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Grain Purchased from Producers 

Grain companies, acting in the capacity of agents of 
the Corporation, accept deliveries from producers at country 
elevators and pay the producers on behalf of the Corporation 
based on the initial payment rates that are in effect at the 
time. The Corporation does not make settlement for these 
purchases until the grain is delivered to the Corporation 
by the agents at terminal or mill position. The liability to 
agents for grain purchased from producers represents the 
amount payable by the Corporation to its agents for 
4 687 138 (1999 — 3 776 084) tonnes of grain on hand at 
country elevator points and in transit at July 31 for which 
delivery to and settlement by the Corporation is to be 
completed subsequent to the year end date. 


Deferred Cash Tickets 

Grain companies, acting in the capacity of agents of 
the Corporation, deposit in trust with the Corporation an 
amount equal to the value of deferred cash tickets issued 
to producers for CWB grain. The Corporation returns these 
funds to the grain companies to cover producer-deferred 
cash tickets maturing predominantly during the first few 
days of the following calendar year. 


1]. Liapiniry to Propucers — OursTANDING CHEQUES 


(000's) 2000 1999 
Outstanding Producer 
Cheques at July 31 
Wheat $160,173 $91,542 
Durum 37,122 59,042 
Barley 8,202 4,437 
Designated Barley 16,838 16,034 
95227-3350 Sg 055. | 


Of the amount outstanding at July 31, 2000, the balance 
of $217,039,913 is from the 1999-2000 adjustment payment 
with an effective date of July 28, 2000. 

Of the amount outstanding at July 31, 1999, the balance 
of $165,004,956 is from the 1998-99 adjustment payment 
with an effective date of July 20, 1999. 


12, Liasititry to Propucers — UNDISTRIBUTED EARNINGS 


(000's) 2000 1999 
Earnings distributed as 
interim payments 
Wheat $65,453 $112,598 
Durum 61,933 44,420 
Barley 4,702 1,940 
Designated Barley 16,669 13,452 
See te ae 14857 ee ar 
Earnings distributedas 8 tt—~—s Jian 
final payments and 
producer car rebates 
Wheat 93,086 99,575 
Durum 45,557 63,558 
Barley 3,632 2,912 
Designated Barley 10,294 20,565 
Go: eee 152,569 ~=—S———«186,610 
= $301 326 «$350,020 


Of the undistributed earnings to producers totalling 
$301,325,339 at July 31, 2000, $148,756,397, representing 49% 
of the outstanding balance, was distributed to producers in 
an interim payment on October 24, 2000. The balance of 
$152,568,942 will be distributed to producers through final 
payments and producer car rebates on January 2, 2001. 


13. Provision FoR PRODUCER PAYMENT EXPENSES 


The amount of $5,960,386 (1999 -- $5,934,196) represents 
the balance of the reserve for producer payment expenses 
of pool accounts that have been closed. Six years after 
particular accounts have been closed, the remaining reserves 
for these pools may be transferred to the Special Account 
upon authorization of the Governor in Council. 


14, Specia, Account — Net BALANCE OF UNDISTRIBUTED PAYMENT ACCOUNTS 


In accordance with the provision of Section 39 of the 
Canadian Wheat Board Act, the Governor in Council may 
authorize the Corporation to transfer to a Special Account 
the unclaimed balances remaining in payment accounts 
which have been payable to producers for a period of six 
years or more. In addition to providing for payment of 
proper claims from producers against these old payment 


accounts, the section further provides that these funds shall 


be used for purposes as the Governor in Council, upon the 
recommendation of the Corporation, may deem to be for 
the benefit of producers. 

During the year ended July 31, 2000, the balance from 
payment accounts for 1992 Wheat and 1992 Durum were 
transferred to the Special Account under Order-in-Council 


P.C. 2000-691. 
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The activity in the Special Account is comprised of: 


Beginning of year $4,020 $2,792 
Transfer from payment 

accounts 902 2,674 
Expenditures (1,573) (1,441) 
Payments to producers 

against old payment 

accounts ay (5) 
End of year $3,337 $4,020 
Ending balance comprised of: 

Unexpended authorizations $1,731 $165 

Unallocated 1,606 3,855 
anes ee 5 83557 — $4,020 
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14. SpeciaL Account — Net BALANCE OF UNDISTRIBUTED PayMENT ACCOUNTS (CONTINUED) 


The program expenditures during the 1999-2000 crop year are detailed as follows: 


Unexpended 


at beginning Unexpended 
(000's) of year Authorized Expended Expired at end of year 
Market development program $74 $175 $16 $ - $265 
Scholarship program 32 368 (376) - 24 
Canadian International Grains Institute 
Capital expenditures 59 250 (197) z 112 
Pilot pasta plant - 846 (846) - - 
Canadian Malting Barley Technical Center - 1,500 (170) - 1,330 
pe ae oe a $165 $3,139 $(1,573) $ - $1,731 


15. LEASE COMMITMENTS 


The Corporation leases 2,000 covered hopper cars for 
the Government of Canada. All lease costs to the end of the 
original lease periods are recoverable from the government 
and are not a charge to the pool accounts. Total payments 
associated with these leases in the year ended July 31, 2000, 
amounting to $20,953,717 (1999 — $20,598,030) have been 
recovered by the Corporation. Lease terms are for 20 and 25 
years, expiring in 2000 and 2006. 

In 1995, the Corporation purchased an option to extend 
the lease term for 250 of the cars beyond the expiry date of 
October 2000. The option covers two successive five-year 
periods, with the first renewal at a bargain lease rate, and 
the second at fair market value. The lease payments under 
these lease extension options are not recoverable from the 
Government of Canada and will be paid directly by the pool 
accounts. The lease payments for the initial five-year term 
are disclosed in the following table. 

Between 1991 and 1995, the Corporation also purchased 
options to acquire 1,550 of these cars at the end of the lease 
term in 2006, at a cost of $17,897,875 in United States dollars, 
The cost of these options is recorded in deferred and 


prepaid expenses. 


16. Org-BaLANce-SHEET FINANCIAL INSTRUMENTS 


The Corporation enters into interest rate hedging 
transactions to manage its funding costs and to implement 
asset/liability management strategies. These transactions 
are designed to reduce exposure to mismatches in revenue 
and expenses resulting from currency and interest rate 
fluctuations. These transactions include interest rate swap 
contracts, cross-currency interest rate swap contracts and 
currency swap contracts. 


The Corporation has entered into operating leases for 
premises and office equipment. Lease terms are for periods 
ranging from one to five years, expiring between September 
2000 and December 2004, The Corporation has the option to 
renew most of these leases for additional terms ranging 
from one to three years. Total lease payments for premises 
and office equipment expensed in the year ended 
July 31, 2000 were $1,061,891 (1999 — $901,462). 

Lease costs on hopper cars are recovered from the 
Government of Canada. Lease costs on premises and office 
equipment are charged to Administrative and General 
Expenses. Commitments under operating leases are 
as follows: 


— Hopper Premises & Office 

Cars Equipment 

(US$) (Cdn $) 
2001 $229 $725 
2002 458 441 
2003 458 294 
2004 458 149 
2005 458 41 
After 2005 229 E 


The Corporation also transacts foreign exchange 
forwards and swaps with financial institutions with the 
objective of hedging currency exposure arising primarily 
from grain sales. By hedging the currency exposure, risk 
arising from adverse currency movements is reduced. 

As at July 31, the total notional amount of these off- 
balance-sheet financial instruments, all either maturing or 
rate re-setting within one year, is as follows: 


Notional Notional 
(000's) Amounts Fair Value Credit Risk Amounts Fair Value Credit Risk 
Interest rate contracts 

Single-currency interest rate swaps $753,314 $(7,206) $461 $1,154,880 $251 $8,164 

Cross-currency interest rate swaps 204,541 (11,472) D999 124,185 (145) 3,691 

Currency swaps 85,634 (3,356) - 260,209 2,035 2D 

PAE gk a oes grad 1,043,489  ~—— (22,034) 6,056 1,539,274 2,141 14,630 
Foreign exchange contracts —™*” f a 

Forwards 546,278 (4,263) 120 663,477 2,462 5,878 

Swaps - - - 124,759 3 714 

ae 546,278 (4,263) 120 788,236 2,465 6,592 


$1,589,767 $(26,297) $6,176 $2,327,510 $4,606 $21,222 
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The fair value of interest rate contracts refers to the 
net present value of expected future cash flows based on 
current market rates. These values have been derived using 
various methodologies including net present value analysis 
and quoted market prices where available. The fair value of 
foreign exchange contracts refers to the market value of 
forward contracts. These estimates of fair value are 
extensively affected by the assumptions used and as such, 
should not be interpreted as realizable values in an 
immediate settlement of the instruments. 

Credit risk is the risk of financial loss occurring as a 
result of default by a counter-party on its obligations to the 


Corporation. A positive fair value indicates the 
Corporation's exposure to counter-party credit risk. 

The Corporation manages its exposure to credit risk by 
contracting only with financial institutions having a credit 
rating that complies with the financial risk management 
guidelines approved by the Department of Finance. 

Master netting agreements are used to reduce the credit risk 
from potential counter-party default. The largest cumulative 
notional amount contracted with any institution as at July 
31, 2000 was $464,632,481 (1999 - $1,024,284,000) and the 
largest credit risk with any institution as at July 31, 2000 
was $3,239,206 (1999 - $7,265,308). 


($000's, except tonnes) 
Wheat The 
Disposition of grain 

Shipped prior to July 31 

Shipped subsequent to July 31 

Weight losses in transit and drying 
Total disposition of grain ; 

Add grain sold to subsequent pool account 

Gross sales — ia ae 
Less sales used to value prior pool account 


1999-2000 


1998-1999 
SS Melee ee lial 


15 360 608 $2,887,478 11 792 939 $2,409,387 

1 536 091 285,434 846 128 174,330 

764 E 716 : 
1618974630 S72) O 12a 0391785 nn S83 le 

2 241 631 405,034 2 649 485 528,319 
19139094 3,578,546 15289268 — 3,112,036 

(2 649 485) (528,319) (2 703 488) (526,193) 
16489609 ~=~—— 3,050,227, 2S :12585780 ~—2,585,843 

(62 773) (10,587) (73 054) (11,820) 


Deduct cost of grain purchased from other than producers 


Revenue _ 


Durum 
Disposition of grain 
Shipped prior to July 31 
Shipped subsequent to July 31 
Weight losses in transit and drying 
Total disposition of grain a 
Add grain sold to subsequent pool account 
Gross sales — .. 7 eee 
Less sales used to value prior pool account 


Deduct cost of grain purchased from other than producers _ 
Revenue 


Barley 
Disposition of grain 
Shipped prior to July 31 
Shipped subsequent to July 31 
Weight losses in transit and drying 
Total disposition of grain a 
Add grain sold to subsequent pool account 


Gross sales 
Less sales used to value prior pool account 


Deduct cost of grain purchased from other than producers _ 


Revenue 


EES SIT MED ET 


16 426 836 


$3,039,640 12512726 $2.574,023 


3516 885 $791,720 3 739 357 $826,174 
355 049 76,251 391 673 86,803 
1 362 = 972 : 
3 873 296 ~~ 867,971 4132002 912,977 
1 332 145 293,152 1 203 801 264,045 
~ 5205441 1,161,123 5335803 1,177,022 
(1 203 801) (264,045) (426 046) (93,618) 
~ 4001640 #897,078 4909757 1,083,404 
(25 906) (4,602) (5 118) (1,163) 


$892,476 4.904 639 $1,082,241 


395 7a 


Designated Barley 
Disposition of grain 
Shipped prior to July 31 
Shipped subsequent to July 31 
Weight losses in transitand drying 


Total disposition of grain 
Add grain sold to subsequent pool account _ 
Grosssales = =st—=“‘i‘é‘sé;O~*~™*# 
Less sales used to value prior pool account _ 


Deduct cost of grain purchased from other than producers 


Revenue 
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560 992 $75,749 203 539 $26,139 
65 334 8,406 16 567 2,161 
a = 8 z 
626 326 84,155 DAVIE 28,300 
167 357 22,800 121 893 16,677 
793 683 ~ 106,955 342007 — 44,977 
(121 893) (16,677) (48 646) (4,818) 
671 790 90,278 293361 40,159 
(87) (16) (16 261) (1,811) 
671 703 $90,262, 277100 $38,348 
2 139 092 $399,190 1 780 583 $309,656 
222 312 45,697 157 900 26,244 
2 361 404 ~ 444,887  ~—«1:« 938 483 335,900 
236 896 44,853 42 741 7,168 
2.598 300 ~ 489,740 1981224 — 343,068 
(42 741) (7,168) (59065) ——(10,910) 
~ 2555 559 ~~ 482,572. 1922159 332,158 
(982) (133) (492) (67) 
2554577 «$482,439 1921667 $332,091 
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17. REVENUE (CONTINUED) 


Weight losses in transit and drying include losses that Disposition of grain represents tonnes that are shipped in 
occur during the transport of grain after delivery to the a pool account prior to the completion of operations for that 
Corporation by agents at terminal or mill position and pool account or weight losses in transit and drying, and is 
losses that occur during drying at terminal position. comprised of the following: 

I I TS PTT TEN BSP TIEY ET GRY TTP 
(Tonnes) Wheat Durum Barley Barley Total 
1999-2000 

Domestic ZAOS 215 273 899 13 141 337 607 2 729 862 
Export 14 791 484 3 598 035 613 185 2 023 797 21 026 501 
Weight losses 764 1 362 : - 2 126 

a= = 16 897 463 3 873 296 626 326 2 361 404 23 758 489 

1998-1999 
Domestic 2 184479 236 557 34 076 370 188 2 825 300 
Export 10 454 588 3 894 473 186 030 1568 295 16 103 386 
Weight losses 716 972 8 - 1696 
= 12 639 783 4 132 002 220114 1 938 483 18 930 382 


18. ADMINISTRATIVE AND GENERAL EXPENSES 


Administrative and General Expenses are allocated as follows: 
or the year ended Ju 5 
Administrative and General Expenses for the Crop Year $63,713 $56,589 
Less amounts allocated to: 
Preceding pool accounts related to administration of those pool accounts 


during the current crop year (20,656) (21,746) 
Provision for expenses related to administration of the producer payment accounts 

during the current crop year (314) (295) 

Fixed price contract program relating to the subsequent crop year (191) - 

"Balance Applicable to Current Pool Accounts 42,552 34,548 


Add amounts allocated from: 
From estimated administrative and general expenses for the subsequent crop year 


related to administration of the current pool accounts 21,219 20,656 
Total Allocated to 1999-2000 Pool Accounts $63,771 
Total Allocated to 1998-1999 Pool Accounts $55,204 
Net allocation as follows: 
Wheat $44,328 $35,214 
Durum 10,733 13,802 
Barley 1,816 781 
Designated Barley 6,894 5,407 
ae $63,771 $55,204 
The administrative and general expenses that are crop year. The purpose of this is to ensure that the current 
charged to the current pool accounts include an allocation of pool accounts reflect the costs of the marketing activities 
costs that are expected to be incurred in the subsequent that take place after the end of the crop year. 


19. Grain INDUSTRY ORGANIZATIONS 


For the year ended July 31 (000's) 2000 999. The Car Allocation Policy Group ceased to exist effective 
CWB share of operating costs of: July 31, 2000. There were no costs incurred during the current 
Canadian International Grains crop year, 
Institute (40 per cent share) $1,701 $1,664 The Corporation's share of operating costs of grain 
Car Allocation Policy Group industry organizations is allocated to the current pool 
(33.3 per cent share) ; 35 accounts based on relative tonnage. 


$1,701 $1,699 


Allocated as follows: 20. COMPARATIVE FIGURES 


Wheat $1,183 $1,084 

D 

ine oe ee Certain of the prior year’s figures have been restated 
Desipanted barley 184 166 to conform with the current year’s presentation. 


$1,701 $1,699 
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GLOSSARY OF FINANCIAL TERMS 


Cross-currency interest rate swap — a contractual agreement for specified parties to exchange princi- 
pal, fixed and floating interest rate payments, in different currencies. Notional amounts upon which 
the interest rate payments are based are not exchanged. 


Currency swap — a contractual agreement for specified parties to exchange the cash flow of one 
currency for a fixed cash flow of another currency. 


Derivative instrument — a contract or security that obtains much of its value from price movements in a 
related or underlying security, future, or other instrument or index. 


Fair value — an estimate of the amount of consideration that would be agreed upon between two 
arm's length parties to buy or sell a financial instrument at a point in time. 


Foreign exchange forward — an agreement to buy and sell currency at a specified price and date 
in the future. 


Foreign exchange swap — a transaction in which a foreign currency is simultaneously purchased 
in the spot market and sold in the forward market or vice-versa. 


Futures contract — a future commitment to purchase or deliver a commodity or financial instrument on 
a specified future date at a specified price. The futures contract is an obligation between the corpora- 
tion and the organized exchange upon which the contract is traded. 


Hedge — a risk management technique used to decrease the risk of adverse commodity price, interest 
rate or foreign exchange movements by establishing offsetting or risk-mitigating positions intended 
to reduce or minimize the corporation's exposure. 


Liquidity — having sufficient funds available to meet corporate obligations in a timely manner. 


Notional amounts — a reference amount upon which payments for derivative financial instruments 
are based. 


Option — a contract that grants the right, but not the obligation, to buy or sell a commodity or 
financial instrument at a specified price at a specific point in time or during a specified period. 


Risk management — the application of financial anaylsis and diverse financial instruments to the 
control and, typically, the reduction of selected types of risk. 


Single currency interest rate swap — a contractual agreement for specified parties to exchange 
fixed interest rate payments for floating interest rate payments based on a notional value in 


a single currency. Notional amounts upon which the interest rate payments are based are 
not exchanged. 


Swap — a contractual agreement to exchange a stream of periodic payments with a counter-party. 
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CORPORATE GOVERNANCE: A REPORT 
FROM THE BOARD OF DIRECTORS 


The CWB Board of Directors (the "Board”) 
believes that the strength of the organization 
will depend on the strength of the Board. 
The Corporate Governance policies of the 
CWB were developed to empower the Board 
of Directors to provide the strategic guidance 
needed to ensure the organization meets its 
mission of maximizing returns to farmers. 


Responsibilities 

The CWB Board of Directors is responsible 
for overseeing the conduct of the business of 
the CWB. As part of the overall responsibility, 
the Board: 


* reviews and approves the strategic plan, 
annual operating and capital budgets and 
the corporate and borrowing plans. 


* reviews the progress in achieving the goals 
established in the strategic operating and 
capital plans and alters CWB's strategic 
direction through management in light 
of changing circumstances. 


* ensures management has identified the 
principal risks of the CWB's business and 
takes all reasonable steps to ensure the 
implementation of appropriate systems 
to manage these risks. Directs manage- 
ment to ensure systems are in place for 
maintaining the integrity of the CWB's 
internal financial control and manage- 
ment information systems. 


* ensures a management succession plan 
is in place. 


e assesses the integrity and effectiveness 


of the CWB’s internal controls and 
management information systems. 
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Composition 

The Board is comprised of fifteen directors: 
the CEO and President, appointed by the 
federal government, four other appointed 
directors and ten directors elected by farmers. 


Code of Conduct 

The Board operates under a detailed Code of 
Conduct and Conflict of Interest policy which 
establishes standards of conduct expected 
and required of all directors. This code enables 
the CWB to effectively achieve its mission 
by maintaining a reputation for the highest 
standard of public trust and confidence 
in serving farmers, customers and the 
public interest. 


Strategic planning process 

The Board of Directors is responsible for 
the establishment and periodic evaluation 
of the strategic plan and held two strategic 
planning sessions during the 1999-2000 
crop year. 


Integrity of internal controls and 
management information systems 

The Audit and Finance Committee of the 
Board meets with external auditors, internal 
auditors and corporate management to assess 
the reliability and effectiveness of the companies 
accounting systems and internal control systems 
and to review any significant control weaknesses. 
The Audit Committee reports at each meeting 
of the Board of Directors. 


Board & C.E.O. evaluation processes 

The Board assesses its effectiveness and 
the effectiveness of its committees annually. 
Each Board committee annually reviews its 
terms of reference and reports directly to the 
Board of Directors. The Board annually reviews 
the C.E.O.'s performance. 


Corporate Governance 


In recognition of the unique responsibility 
the CWB Board of Directors has to western 
Canadian farmers, the Board created a 
communications policy to define how directors 
exercise their communication role in a 
manner that supports the twin imperatives 
of functioning as an efficient commercial 


operation and being accountable to farmers for 
decisions made on their behalf. This policy 
allows directors the flexibility to speak 
externally about Board issues and topics on 
his or her own voting choices and position, 
while maintaining the integrity of the 
Board's decision-making process. 


Discussion at a board meeting. (I. tor.) James Chatenay, Larry Hill, Ross Keith, Art Macklin, Butch Harder, Terry Hanson, and John Clair. 
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ACCOMPLISHMENTS OF 


BOARD OF DIRECTOR COMMITTEES 
1998-2000 


David Hilton (Chair); John Clair, Larry Hill (Members) 


Mandate: 


° To ensure that the CWB’s accounting and financial reporting systems provide accurate and timely financial 
information and that management has designed an effective system of internal controls. 


® To facilitate the conduct of the annual audit in an efficient, cost effective manner. 


* Torecommend approval of the annual financial statements to the Board, including the selection of 
appropriate accounting policies and practices. 


* Torecommend an audit firm for appointment as external auditor and assess auditor performance. 


° To review and recommend to the Board financial plans and proposals consistent with the CWB’s overall 
objectives and ensure its long-term financial viability. 


* To review the adequacy of, and recommend to the Board, financial risk policies. 
Accomplishments: 
* Met annually, and any other time deemed necessary, independently with the external auditors. 


* Jointly, with the Risk Management and Strategic Issues Committee, reviewed the corporate plan and 
recommended Board approval of the corporate plan. 


° Recommended an audit firm and appointed an external auditor and assessed auditor performance. 


* Inquired of management, the Director of Internal Audit and the external auditor about significant financial 
risks or exposures affecting the CWB and assessed the steps management had taken to minimize or manage 
such risks. 


* Met with the Office of the Auditor General (OAG) to provide input into their development of an audit plan for 
the special audit to be undertaken by the OAG. 


* Met regularly with management to discuss and approve accounting and financial policies including all 
financial risk management policies. 


* Reviewed and recommended the annual budget for Board approval. 


CWB 1999-2000 Annual Report 75 Corporate Governance 


Jim Stanford (Chair); James Chatenay, Art Macklin (Members) 


Mandate: 


* To assist the Board in fulfilling its obligations relating to human resource and compensation matters and 
to establish a plan of continuity and development of senior management. 


® To provide a focus on governance that will enhance the effectiveness of the Board and the CWB's performance. 
Accomplishments: 


° Developed Board Governance Manual containing all policies relating to Board conduct, including Terms of 
Reference for the Board, Directors, C.E.O and Committees as well as the Code of Conduct and Conflict of 
Interest Guidelines. 


* Developed Corporate by-laws. 
° Developed and implemented annual Board and C.E.O. evaluation process. 
* Developed Director Compensation Policy and conducted annual review. 


® Jointly with the Risk Management and Strategic Issues Committee and the Grain Marketing Review 
Commission, reviewed the 1998 CWB director election process and made recommendations for regulatory 
change for 2000 election. 


* Developed Code of Conduct to govern directors behavior during director election process. 


Ian McCreary (Chair); Greg Arason, Terry Hanson, Bill Nicholson (Members) 


Mandate: 


° To identify and define areas of corporate risk and strategic and policy issues. Corporate risk encompasses 
actions, threats or opportunities, either internal or external, which could affect the ability of the CWB to 
perform its mandate. 


* Torecommend priorities, time frames and processes for addressing these issues, as part of the annual strategic 
plan or as circumstances require, for approval by the Board. 


Accomplishments: 


° With the Governance and Management Resources Committee, reviewed the 1998 CWB director election 
process and made recommendations for regulatory change for 2000 election. 


° Reviewed and made recommendations on the CWB policy for new generation co-operatives. 
* With the Audit & Finance Committee, provided strategic input into the development of the corporate plan. 


* Reviewed and made recommendations on the development of the fixed price and basis price contracts 
with farmers. 


* Reviewed and made recommendations on the organic marketing policy. 
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Mike Halyk (Chair); Wilfred Harder, Betty-Ann Heggie, Ross Keith (Members) 


Mandate: 


°  Toassist the Board in developing strategies and policies regarding relations with farmers and communications 
with industry, government, customers, employees and the general public. 


Accomplishments: 

* Developed Director Communications Policy. 

° Implemented district dinner meetings. 

* Developed CWB's first Information Disclosure Policy. 


* Developed comprehensive farmers communication strategy to improve accountability to farmers, 
including the creation of a Farmer Relations area, headed by a Vice-President. 


* Oversaw communication strategy related to grain transportation issues. 


In addition to the Board standing committees, there were three ad hoc committees established to 
undertake a specific task during a specific period of time. 


Ian McCreary (Chair); Greg Arason, Mike Halyk, Terry Hanson, Ross Keith, Art Macklin, Ken Ritter (Members) 


Mandate: 
* To provide strategic direction in the Federal Government review of the Canada Transportation Act (the “CTA”); 
° To provide strategic direction in the development of a commercialized transportation environment. 


® To provide input to the development and functioning of the government monitoring body. 


Larry Hill (Chair); David Hilton, Ross Keith, Art Macklin, Ian McCreary, Bill Nicholson (Members) 


Mandate: 


° To keep informed on all trade-related issues that could affect the ability of the CWB to perform its 
mandate and fulfil its mission. 


* To recommend strategies and actions on trade issues for approval by the Board. 


John Clair (Chair); Larry Hill, David Hilton, Ross Keith, Ian McCreary, Bill Nicholson (Members) 
Mandate: 
° Toassist the Board of Directors in developing appropriate benchmarks for ongoing performance 


measurement and approving a process for the measurement against approved benchmarks. 
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BOARD OF DIRECTORS 


Board and 
Committee 
Director District Retainers Per Diems Total 
Macklin, Art 1 $20,000 $39,450 $59,450 
Chatenay, James 2 20,000 26,050 46,050 
Hill, Larry 5) 22,167 36,375 58,542 
Ritter, Ken (Chair) 4 63,083 34,600 97,683 
Clair, John , 21,833 23,750 45,583 
McCreary, Ian 6 24,333 40,150 64,483 
Halyk, Micheal 7 22,167 29,975 52,142 
Hanson, Terry 8 20,000 22,425 42,425 
Nicholson, Bill 9 20,000 27,500 47,500 
Harder, Wilfred 10 20,000 35,000 55,000 
Arason, Greg (CEO) * N/A N/A N/A 
Heggie, Betty-Ann ss 20,000 10,750 30,750 
Hilton, David * 215333 21,500 42,833 
Keith, Ross s 20,000 35,500 55,500 
Stanford, James * 22,167 14,250 36,417 
‘Total $337,083 $397,275 $734,358 
* Appointed director 
Notes: 


‘ Includes amounts paid during the current crop year pertaining to the previous crop year. 


For the performance of their duties, 


directors are paid a basic annual retainer as 
well as per diem allowances. The board chair 
receives an annual retainer of $60,000. All other 
members receive $20,000, with committee 
chairs receiving a further $4,000. A per diem 
of $500 per full meeting day is also paid to 
each member. Most board meetings (including 
committee meetings) average 2 '/, days in 
duration. Directors are reimbursed for all 
reasonable out-of-pocket expenses including 
travel, accommodation and meals while 
performing their duties on behalf of the 
Corporation. Directors are also entitled to 

a maximum of $5,000 per crop year to assist 


them in communicating with farmers. 
During the 1999-2000 crop year, the 
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annual remuneration limit was increased 


from $50,000 to $60,000 for directors and 
from $90,000 to $100,000 for the board chair. 


Also during the 1999-2000 crop year, the annual 


retainer for committee chairs was increased 
from $2,000 to $4,000 and was changed to no 
longer be a part of the remuneration limit. 
Under certain circumstances, the board may 


decide that a director or group of directors 


can exceed the remuneration limit. 


Corporate Governance 


To achieve the Canadian Wheat Board's 
vision of adding value for prairie farmers, 
the Senior Management Team (SMT) leads 
and challenges employees to deliver more 
comprehensive and flexible services to 
farmers in an ever-changing environment. 
The Senior Management Team is comprised 
of the Executive Team, the Vice-Presidents and 


the Director of Internal Audit of the organization. 
Characterized by corporate restructuring 
and an early retirement program, the 1999-2000 
crop year was a year of change. Gordon Menzie 
was promoted through competition to the 
position of Executive Vice-president Finance, 
and Laurel Repski was recruited as 
Vice-President, Human Resources. 


CWB Executive Team from left to right, Adrian Measner, Margaret Redmond, Greg Arason, Gord Menzie, Ear! Geddes, Laurel Repski, Gordon Miles. Missing: Brian Oleson 
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CWB Vice-Presidents, from left to right Ward Weisensel, Larry Nentwig, Brian White, Bob Harris, Bill Spafford, Jim McDonald, Tami Reynolds, Keith McMahon, Robert Roehle. 


The SMT members are responsible for participating 
in the development of the corporate strategic plan, 
setting priorities, taking action, and managing 
progress toward the achievement of corporate 
objectives. 

Members are expected to act in good faith, 
and exercise care, skill and diligence in accordance 
with the CWB strategic objectives and corporate 
policies. They adhere to the highest ethical standards 
of business, professional and personal conduct, 
including avoidance of conflicts of interest as 
specified in the CWB’s Conflict of Interest policy. 

At all levels, CWB management is committed to 
fostering a positive, professional and ethical work 
environment. 
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The Executive Team, a subset of the full SMT, 
is comprised of the President and Chief Executive 
Officer; Executive Vice-President, Finance; Executive 
Vice-President, Marketing; Executive Vice-President, 
Corporate Affairs; Vice-President, Human Resources 
and General Counsel, Corporate Secretary. 
New additions in the 2000-2001 crop year are the 
Vice-President, Farmer Relations and the Chief 
Economist. Mandated to act on broad strategic 
direction and establish corporate priorities, 
the Executive Committee is the principal decision- 
making authority for the CWB. 


Corporate Governance 


SENIOR MANAGEMENT COMPENSATION 


Senior Management Compensation 


1999-2000 1998-1999 


Salaries $ 2,670,314 $ 3,167,588 
Benefits — 875,068 543,040 
Total $3,545,382 $3,710,628 


Senior management is compensated in accordance 
with compensation policies that are approved by the 
Board of Directors. Salary ranges are approved by the 
Executive Committee and the Board of Directors. The 
salary range for vice-president positions during the 
year ended July 31, 2000 was $90,000 to $155,000, 
with the exception of the Vice-President, Sales and 
Marketing which is compensated within the Executive 
Vice-President range. The salary range for Executive 
Vice-President positions was $130,000 to $240,000. 
The Corporation does not have any additional 
compensation plans beyond basic salary for the 
Senior Management Team. The Board of Directors 


recommends the level of the salary and benefits 

of the President and Chief Executive Officer to the 
Minister responsible for the CWB each year. Senior 
Management Team compensation, including salary 
and employer-paid benefits, during the year ended 
July 31, 2000 totalled $3,545,382. 

In accordance with the Corporation's Information 
Policy and desire to be open and accountable to 
farmers, the following table sets forth the compensation 
earned by the Corporation's Chief Executive Officer 
and the four other highest-paid executive officers 
("Named Executive Officers”) for the year ended 
July 31, 2000: 


Annual Compensation 


Year 


Ended 


Long-Term 


Compensation All Other 


Name and Principal Position July 31' Salary Bonus’ Other’ Awards * Compensation 


Greg S, Arason 
President & CEO, Director 


2000 $250,115 


2 pee > = 


Adrian C. Measner 2000 
Executive Vice-President, 


Marketing 


200,184 — 


William W. Spafford 2000 
Vice-President, Sales & 


Marketing 


165,151 


Gordon H. Miles ° 2000 
Executive Vice-President, 


Corporate Affairs 


160,118 


Gordon P. Menzie ° 2000 
Executive Vice-President, 


Finance & Treasurer 


136,959 


Notes: 

1 Individual compensation arrangements are being disclosed commencing with the year ended July 31, 2000. 

2 The Corporation did not have a bonus plan in effect during the year ended July 31, 2000. 

> The value of perquisites and benefits for each Named Executive Officer did not exceed the lesser of $50,000 
and 10% of the total annual salary and bonus of such officer. 

4 The Corporation does not have a long-term compensation plan. 

5 Subsequent to the end of the year, Gordon H. Miles resigned from the Corporation on January 19, 2001. 

° Gordon P. Menzie was appointed to the position of Executive Vice-President, Finance & Treasurer on October 4, 1999. 
He was previously Director, Treasury Operations. 
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2000-01 Financial Highlights 
($ millions) 2000-01 1999-2000 1998-99 1997-98 1996-97 
Revenue 4,227.7 4,482.4 4,026.7 A, Sif i 6,185.8 
Direct costs 177.4 164.3 149.1 7/0 -7/ 266.0 
Administrative expenses 66.4 63.8 Soy 52.9 46.4 
Grain industry organizations 1.7 ded, 17 1.6 le? 
Net interest earnings (75.2) (71.0) (72.5) (75.9) (82.5) 
Operating costs 170.3 158.8 33.0 149.3 231.6 
Earnings for distribution 4,057.4 Ai 3236 3,893.2 4,608.4 5,954.2 
Note — 1997-98 and previous figures have been restated to reflect pooling points as Vancouver/St. Lawrence 
Receipts from Producers (000 tonnes) 
Wheat 13 961 16 427 [2,513 15 201 19 757 
Durum 3 665 3 976 4905 3-938 3 883 
Barley 454 672 277 262 2 440 
Designated Barley 2 273 2554 1 922 2 267 2 402 
Total 20 353 23 629 19-617 21 668 28 482 


The combined power of Prairie farmers makes the Canadian Wheat Board (CWB) 
one of the largest grain marketing organizations in the world. But that's not 
enough. In a rapidly changing grain industry, there is no time to stand still. There 
are challenges to be faced in grain transportation and handling, international 
trade and domestic demands for more marketing options. 


The CWB has responded. Not only to external pressure, but to farmer requests for 
new ways to run the organization and plan for its future. The realities of the 
agricultural economy demand efficiency — to do our job well with the least cost to 


farmers. 


The 2000-01 crop year has been one of movement, change and challenge. The 
issues are not easy, but the CWB is moving forward with confidence. Farmers who 


control the CWB expect nothing less. 


Corporate profile 

The CWB markets western Canadian wheat and barley to about 70 countries. All 
sales revenue, less marketing costs, is returned to farmers. The CWB is controlled 
by a Board of Directors that includes 10 farmer-elected members and five federal 
government appointees. As a major international grain trader, the third-largest 
Canadian exporter and a top earner of foreign exchange, the combined power of 
Prairie farmers through the CWB is considerable. More than 500 employees work 


at the head office in Winnipeg. 


fi ( } f 


/To create value for Prairie SU by being an innovative world 
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A message from the Chair of the Board of Directors and the President/CEO 


If change is better than rest, then the start of the new millennium has been very good 
indeed for the CWB. Not only have we been working through dramatic changes to our 
own governance structure and corporate culture, our external environment has also 
been changing at a rapid pace. 


Major transformations are taking place in the world of grain transportation. Over the 
past year, the CWB successfully brought a strong farmer perspective to negotiations with 
grain companies and the federal government. We are proud of the agreement reached 
at the end of the crop year on grain handling and transportation, where we pushed to 
preserve competition in the interests of farmers’ bottom lines. More change lies ahead 
in response to the Canadian Transportation Panel review of the rail freight system. 


Other changes in 2000-01 have posed fresh challenges. A historic merger between 
Agricore and United Grain Growers could have lasting ramifications for all players in 
the Canadian grain industry. This merger was finalized in November 2001. The 
international trade environment has been increasingly volatile as disagreements deepen 
over agricultural subsidies. American interests launched their ninth trade challenge of 
the CWB since 1989, hoping for support from a new White House administration — 
while further subsidies are proposed for U.S. farmers. 


On the home front, total CWB wheat and barley exports for the 2000-01 crop year hit 
104 per cent of our target of 18.2 million tonnes. Prices strengthened on the world 
market and should show modest improvement in 2001-02 as global stocks decline. But 


President and CEO Greg Arason (left) 
with Chair Ken Ritter 


there will be pain in the year ahead. Last summer, western Canadian farmers faced the 
worst drought in more than a decade, driving production estimates down by 15 to 20 
per cent. The ramifications of September's terrorist attack in the U.S. have introduced 
more uncertainty to the international grain trade. 


Yet it is hard times that bring people together — and that has always been a strong 
tradition on the Prairies. Improving the connection with farmers has been a top priority 
over the past year, leading to the creation of a vibrant new department called Farmer 
Relations. Paying close attention to farmers needs resulted in new payment and pricing 
options and greater advocacy on behalf of producers. 


We have also worked to improve openness and accountability in all areas, prompting 
the Board to invite the federal Auditor General to examine CWB operations in detail. 
We launched a "benchmarking" project that should help farmers evaluate our ongoing 
marketing performance. And we put great emphasis on long-term planning and 
strategic direction, in an effort to devote our resources towards clear goals set by our 
farmer-controlled Board of Directors. 


The CWB is moving forward through a challenging time, forging a new role with 
elected directors and a renewed senior management team. We invite all farmers to 
climb aboard and help set the course for the future. 


Lin Eile Porm 


Ken Ritter Greg Arason 


Chair, Board of Directors President and Chief Executive Officer 
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| CWB performance highlights 


For the crop year 2000-01, the CWB Board of Directors and senior management identified 11 strategic priorities to guide the 
otrens + : 1 age . 5 
activities of the organization. Some key initiatives to achieve these priorities and their results are listed here. 


Strategic priorities 


Distribute returns to Prairie farmers in 
‘a manner consistent with the relative 
value of their products through mecha- 
nisms that strive for fairness and 


equity. 


Initiatives 


> Fairly compensate farmers for wheat 
protein value. 


» Enact new payment and pricing 
options for farmers (PPOs). See pages 
8, 28 and 29. 


> Provide payments through the pool 
accounts as early as possible through 
increasing adjustment payments. 


> Changed the base grade for CWRS to 
No. 1 CWRS 12.5% protein. Expanded 
the range of protein payment increments 
for Nos. 1 and 2 CWRS and CWAD.” 


> Farmers signed up 982 contracts 
(184 369 T) for fixed price or basis 
options’, a five-fold increase from the 
initial offering the previous year. 


> Farmers signed up 2,286 contracts 
(296 626 T) under a new Guaranteed 
Delivery Option for barley. 


> Producers of No. 1 CWRS 13.5% 
protein received 97% of their total 
payment by Oct. 24, 2000. This 
compares to 93% by Oct. 23, 1998 
and only 87% by Oct. 21, 1992. 


Provide and demonstrate to Prairie 
farmers the competitive advantage of 
single-desk selling of wheat and barley. 


>» Commission a special study to develop 
performance measures of the CWB's 
core marketing function. 


> Results expected in 2002. 


Be transparent by providing Prairie 
farmers with information, including 
market-related information that does 
not jeopardize the competitive and 
commercial position of the CWB. 


Demonstrate that the CWB is controlled 
by Prairie farmers. 
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Provide farmers with a Pool Return 
Outlook (PRO), updated monthly, to 
estimate market returns. 


Vv 


v 


Devise guidelines for the release of 
information. 


v 


Use technology to provide relevant 
information. 


Assist a team from the federal Office of 
the Auditor General in its examination 
of the CWB. 


vv 


Provide comprehensive financial infor- 
mation in the Annual Report and other 
CWB publications such as Grain Matters. 


Vv 


Hold Board of Director elections in five 
of 10 CWB districts. 


v 


> Initial price forecasts of the 2000-01 
PRO were within $10 of actual final 
payments for all CWB grain except 
durum. 


> Enacted a formal Information Policy. 


> Provided up-to-date information through 
the CWB Web site (35,478 user sessions 
in April 2001), regular e-mail updates 
(3,231 subscribers in April 2001) and 
Farm Business telephone service 
(161,156 calls received; 26,690 calls 
initiated in 2000-01). 


» Auditor General's findings expected in 
early 2002 and will be publicized. See 
page 14. 


> 30,206 ballots were returned from 
farmers, a 40.6% response rate. See 
page 60. 


cwB performance hi 


ie Demonstrate accountability to Prairie © 
_ farmers by seeking out, listening to 
_and responding to their concerns. 


ues Operate in a manner that encourages 
value-added initiatives on the Prairies. 


_ Provide equitable opportunity for Prairie 
farmers to access world grain markets. 


_ Actively represent Prairie farmers' 
__ interests on relevant issues to 
government and industry. 


ghlight 


Initiatives 


Create a new Farmer Relations 
department. 


Meet directly with farmers. See page 8. 


Introduce the FarmCall program to 
solicit farmer views. Conduct regular 
producer surveys. 


Enact new Producer Payment Options 
based on farmer input from focus 
meetings, surveys, telephone calls and 


field interaction. See pages 8, 28 and 29. 


Assist processors with CWB quality 
assurance, guaranteed supply, pricing 
flexibility and technical expertise. See 
page 9. 


Conduct research and provide analysis 
of value-added projects that benefit 
farmers. 


Conduct a comprehensive review of- 
Grain Delivery Policy. 


Enact new programs to provide 
marketing choice for farmers (PPOs), 
including the option of basing a fixed 
price on the Minneapolis futures 
market. See above. 


Represent farmers’ interests during 
negotiations with government and the 
grain industry. 


Provide input to Canada's World Trade 
Organization representatives and 
respond to an American trade 
challenge of CWB practices. 


> Re-focused the role of the CWB's 18 
field representatives and the toll-free 
telephone service for farmers. See 
page 8. 


> Held 182 market outlook and 
marketing choice meetings with farmers. 


» Held 36 Board of Director accountability 
meetings with farmers in March 2001. 


> Held eight "Combine to Customer" and 
"Customer Connection" meetings. 


> FarmCall interviewed 1,008 
Saskatchewan farmers, while 1,320 
Prairie farmers were surveyed by 
telephone. 


>» Developed a new policy for organic 
producers to streamline Producer Direct 
Sale transactions and create a special 
credit program for up-front costs. See 
page 9. 


> Hired a market development value- 
added manager. 


> Hired an organic sales manager. 


> Defined key principles and 
environmental factors affecting the 
delivery of grain to the CWB. Long- 
term delivery policy will be shaped with 
input from farmer focus meetings and 
other feedback. 


> Negotiated a transportation agreement 
with beneficial aspects for farmers. See 
page 10. 


> Helped set the agenda as a leader in 
the debate over genetically-modified 
wheat. 


> Successfully advocated for farmer tax 
credits from CWB contributions to 
research. 


» Pushed for recognition of farmers’ 
transport-related costs as part of 
National Income Stabilization Account. 
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Initiatives 


> Overall marketing forecast for exports of 


wheat, durum and barley was 18.2 


3. 5 million T durum, 1 million T feed 


> Develop long-term marketing plans for 
_ wheat, durum and barley to 2008. 


» Develop a firm position on GM wheat 
“in response to customer concerns, 
while working to develop better segre- 
gation methods. See page 13. 


> decd the establishment of the 


Canadian Malting Barley Technical 

Centre, which provides customers with 

~ a hands-on demonstration of barley 
variety benefits. 


oriopae: in agricultural research 
'ivities, such as the Automated 
Quality Testing initiative. See page 12. 


> Play a key role in negotiations sur- 
rounding the commercialization of 
grain handling. 


» Negotiate with OmniTRAX (Churchill) 
and Mission Terminal (Thunder Bay). 


» Provide input to review of the 
Canadian Transportation Act and urge 


more meaningful competition between 
rail carriers. 


> ‘Present results of employee survey and 


‘establish committees to respond to the 
issues raised. See pages 14 and 15. 


be Work towards developing an in-house 
pension plan to gain increased control, 


_ greater flexibility and reduced costs. 
See page 15. 


> Involve staff in the creation of a set of 
corporate core values. See page 14. 


» Provide staff training opportunities to 
ensure staff can best meet farmers’ 
needs. 


~ million T, including 11.7 million T wheat, 


barley and 2 million T designated barley. 


Achieved 104% (19 million T) of export 
forecast, including 110% (12.9 million T) 
for wheat, 100% (3.5 million T) for 
durum, 69% (693 000 T) for feed barley 
and 96% (1.9 million T) for designated 
barley. 


New long-term marketing plans give 
indications of future market trends, 
desirable research projects, quality 
control improvements and evolution of 
grain classes. 


Participated in public events surround- 
ing the GM wheat issue, made presen- 
tations to government, began work 
with Canadian Grain Commission on 
new segregation technology. 


New Canadian Malting Barley 
Technical Centre officially opened on 
October 11, 2001. 


Agreement reached in August 2001 
between CWB and grain industry 
partners. See page 10. 


Reached agreements with OmniTRAX 
and Mission Terminal re. tonnage and 
performance incentives. 


Implemented the Churchill Freight 
Advantage Rebate to tie freight savings 
more closely to grain shipments. 


Reports from committees studying 
internal communication and employee 
compensation expected in late 2001. 


Board of Directors approved withdrawal 
from the Public Sector Superannuation 
in favor of in-house pension plan. 


Core values approved in late 2001. 


> $1.2 million was allocated for training 


and development in the 2000-01 
budget. 


Four new focus areas were developed to guide activities beginning in 2001-02: Farmer, Customer, Mandate and Employees/Corporate. 


* CWRS = Canada Western Red Spring wheat; CWAD = Canada Western Amber Durum 


: Calculations as of November 8, 2001 
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The CWB Board /of/ Directgrs/consists of 10 farmer-elected members and five federal;government appointees. This/new gover=—, 
nance structure has been/in/existence since 19987lt reflects farmers’ desire fora direct/and a¢countable-way to control thé CWB. 


Art Macklin (District 1) 
Operates a grain and 
cattle farm near Grand 
Prairie, Alberta. Active in 
church and community, 

he is a past president of 
the National Farmers 
Union and served as chair 
of the former CWB 
Advisory Committee. 


Greg Arason, 

CWB President and 
Chief Executive officer 
(Appointed) 

Involved in the Prairie grain 
industry for more than 25 
years. A former CEO of 
Manitoba Pool Elevators 
and past director of several 
grain and food operations. 


Ken Ritter, 

CWB Chair 

(District 4) 

Operates a family farm in 


west central Saskatchewan. 


Has practiced law and 
taught school in Canada 
and Australia. 


John M. Clair 

(District 5) 

Senior partner in a family 
farm producing wheat, 
canola, peas and barley 
near Radisson, 
Saskatchewan. A former 
CWB advisor, school 
trustee and Saskatchewan 
Wheat Pool delegate. 


James Chatenay 

(District 2) 

Operates a family farm 
near Penhold, Alberta. A 
graduate of Olds 
Agricultural College, he 
served six years as director 
of the Alberta Charolais 
Association. 


Larry Hill 

(District 3) 

Farms near Swift Current, 
Saskatchewan. A graduate 
of agricultural engineering 
and farm business man- 
agement at the University 
of Saskatchewan, he has 
worked for Saskatchewan 
Agriculture. 


Bonnie DuPont (appointed) 
Group Vice-President, 
Corporate Resources, at 
Calgary's Enbridge Inc. 
Has expertise in energy 
transport and grain 
handling. Held senior 
roles with Alberta Wheat 
Pool and Saskatchewan 
Wheat Pool. 


lan McCreary 

(District 6) 

Runs a mixed family farm 
near Bladworth, 
Saskatchewan. Holds a 
Masters degree in agricul- 
tural economics. Former 
CWB marketing manager 
and policy analyst. 
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Betty-Ann Heggie 
(appointed) 

Senior vice-president of 
the Potash Corporation of 
Saskatchewan, the world’s 
largest fertilizer company. 
Has extensive experience 
with investor relations and 
international commodity 
marketing. 


Rod Flaman 

(District 8) 

Operates a farm near 
Edenwold, Saskatchewan 
which has diversified into 
horticulture of berries and 
asparagus. A member of 
the Western Canadian 
Wheat Growers’ 
Association. 


Bill Nicholson (District 9) 
Operates a grain farm 
near Shoal Lake, 
Manitoba. Served on the 
former CWB Advisory 
Committee, was a 
Manitoba Pool delegate 
and worked as an 
engineer in the farm 
machinery industry. 


Ross L. Keith (appointed) 
President of the Nicor 
Group property develop- 
ment company and a 
former partner in the 
Regina law firm of 
MacLean-Keith. President 
of a third-generation 
family farming operation 


in southern Saskatchewan. 


District Map 


Micheal Halyk 

(District 7) 

Operates a grain, oilseed, 
pulse, alfalfa, seed and 
livestock operation near 
Melville, Saskatchewan. 
Involved in numerous 
agricultural policy groups, 
former CWB Advisory 
Committee member. 


David A. Hilton 
(appointed) 

A former senior vice- 
president of international 
banking for the Bank of 
Nova Scotia, with 
expertise in international 
finance, aid, development 
and trade. Born and 
raised in Alberta. 


Wilfred (Butch) Harder 
(District 10) 

Operates farms near Lowe 
Farm and Headingley, 
Manitoba. A former CWB 
Advisory Committee 
member and director with 
Manitoba Pool and the 
Canadian Co-operative 
Association. 
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The job of the CWB is to maximize 
returns to farmers. It's our only job. 
Whether we're marketing durum in 
Algeria, negotiating with grain 
companies in Saskatchewan or dis- 
cussing trade policy in Ottawa, our 
goal is always the same. 


In 2000-01, two years after the 
creation of a new farmer-controlled 
Board of Directors, the CWB estab- 
lished a key new department called 
Farmer Relations. Its job is to improve 
the direct business relationship between 
the CWB and the 85,000 wheat and 
barley farmers who run it. Farmer 
Relations will listen to farmers, 
advocate on their behalf, provide infor- 
mation and assistance, and work 
together on business-related activities. 


It includes 18 Farm Business 
Representatives (FBRs), who work in the 
country directly with farmers, and a 
toll-free Business Centre with 25 
telephone representatives who handled 
187,000 calls during the past crop 
year. Work has begun towards an 
Internet e-business system so farmers 
can conduct some of their CWB 
business on-line for greater conven- 
ience and reduced costs. 


Marketing choices 

In response to farmer demands for 
pricing flexibility, the CWB introduced 
its first payment option program. These 
options give farmers the freedom and 
choice of the cash market without com- 
promising the major competitive 
advantages of marketing grain under a 
single desk. 


The fixed price and basis contract 
program enables farmers to lock in 
prices using their own assessment of 
the market. In 2000-01, more choices 


were offered. The new program was 
expanded to all grades and classes of 
wheat and barley, a guaranteed 
delivery contract was offered for feed 
barley and a new early payment option 
was introduced for two wheat classes. 
For more information, please refer to 


page 28-29. 


A farmer voice 
The CWB worked hard during 2000-01 
to advocate for farmers. In the crucial 
area of transportation reform, we suc- 
cesstully brought the views of farmers 
to the negotiating table. We ensured a 
strong farmer voice was heard on the 
controversial issue of genetically 
moditied wheat and defended the 
Canadian grain marketing system 
against an American trade challenge. 
We urged the federal government to 
address crop loss caused by drought 
and floods and requested changes in 
tax rules and NISA contributions to 
assist farmers. 


Listening to producers 

To ensure farmer concerns are heard 
and understood, the CWB conducted 
surveys, assembled focus groups and 
held hundreds of face-to-face meetings 
with farmers. A program called 
FarmCall surveyed the views of 1,008 
Saskatchewan farmers in 2001. In 
addition, a producer telephone survey 
was conducted which polled 1,320 
Prairie farmers. 


FBRs held 182 meetings on market 
outlook and producer pricing options. 
Four "Combine to Customer" meetings 
gave 114 farmer participants an oppor- 
tunity to learn more about the grain 
industry. And four "Customer Connection" 
meetings saw farmers meet with end-use 
customers, while presenting technical 
information and market outlooks. 
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Helping add value 

The strength of the Canadian milling 
and processing industry is growing. 
Last year, Canada's domestic industry 
was the CWB's top customer for wheat 
and malting barley. Per capita pro- 
cessing Is greater in Canada than the 
U.S., while Canadian flour shipments 
to the U.S. have increased more than 
800 per cent since 1991. Canada 
exports more wheat and durum 
products to the U.S. than it imports. 
Since 1998, 11 new facilities or 
expansions have occurred in the 
wheat and barley processing sectors, 
outstripping the growth rate of U.S. 
processing. 


All this is happening within the CWB 
marketing environment, where trans- 
parent pricing is based on the North 
American market — without price 
incentives or discounts. This helps 
maximize returns to western Canadian 
farmers. Canadian processors benefit 
from CWB quality assurance, guaran- 
teed supply and professional assis- 
tance. Last year, the CWB hired a 
market development value-added 
manager to help build on this success. 
An annual "Moving Up Market" con- 
ference is arranged by the CWB to 
help farmers learn specific techniques 
for adding value to their crops. 


Organic marketing 

A new policy was developed for 
organic wheat and barley producers 
and an organic sales manager was 
put in place. As of March 1, 2001, 
organic farmers can call the CWB 
directly to make a Producer Direct 
Sale transaction and be eligible for a 
special credit program to help with 
up-front costs. Producers also retain 
the organic premium. This is another 
way the CWB is attempting to 
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respond to farmer concerns without 
compromising the competitive 
advantages of the Prairie farmers' 
single desk. From the inception of 
the program in April 2001 to the 
end of July 2001, 30 organic 
producers sold 968 tonnes of wheat, 
durum and barley. 


Earlier payments 

The CWB is striving to provide 
payment to farmers as early as 
possible without exposing the pool 
accounts to financial risk. There have 
been significant improvements over 
the past decade in the proportion of 
total payment that farmers receive 
prior to final payment. For example, 
farmers received 97 per cent of their 
payment for No.1 Canada Western 
Red Spring Wheat by October in 
1999-2000, compared to 93 per cent 
in 1997-98 and only 87 per cent in 
1991-92. In 2000-01, 94 per cent of 
payment had been distributed to 
farmers in the wheat pool by the first 
week of July. 


Earl Geddes runs the CWB’s new Farmer 


Relations department. As a vice-president 
reporting directly to the CEO, he ensures a 
grassroots farmer perspective is brought to 


bear on all major CWB business decisions. 


Transportation is the vital link that ties 
together production and marketing 
activities at the CWB. With so much of 
Western Canada's production destined 
for distant markets, it is a constant 
challenge to find ways to move 
farmers' grain in a cost-efficient and 
timely manner. The 2000-01 crop year, 
in this sense, provided major opportu- 
nities for the CWB to help improve the 
system for farmers. 


In negotiations 

Going into negotiations with grain 
companies over a long-term handling 
and transportation agreement, the 
CWB had several key objectives. We 
wanted to maintain a voice for farmers 
within the transportation and handling 
system. We wanted recognition of the 
fact that transportation logistics cannot 
be separated from marketing activities. 
And most importantly, we wanted to 
develop a framework that would 
ensure there was meaningful competi- 
tion for grain at the farm gate. 


The CWB is confident these objectives 
have been achieved in the agreement 
that was reached at the end of the past 
crop year. Competition has been 
enhanced significantly through the 
implementation of a new rail car 
awards system that places more power 
and control in farmers' hands. As well, 
the new agreement has secured the 
participation of all grain companies in 
the tendering process. Finally, the 
Primary Elevators Handling Agreement 
that is part of the deal provides a 
stable business environment that will 
allow the CWB and grain companies to 
create greater efficiencies. 


There is reason to be optimistic that 
this agreement will pay dividends to 
farmers in the future through 


reduced costs and greater system 
efficiency. Clear performance 
measures are now in place that will 
reward parties for living up to con- 
tractual agreements. Conversely, 
failure to perform by either the 
companies or the CWB will lead to 
the assessment of liquidated 
damages. The agreement, therefore, 
is really an important first step 
towards building a system that is 
commercially based. The CWB will 
continue to find ways of achieving 
efficiencies wherever possible. 


Rail transportation 

One area that will continue to 
command attention is the issue of rail 
transportation. The federal Transport 
Minister released the Canadian 
Transportation Act Review Panel's report 
in July of 2001, containing several rec- 
ommendations on rail movement that 
the CWB views with concern. Efforts will 
be undertaken with other partners in 
the agricultural community to clearly 
put forth options and alternatives to the 
Transportation Minister that will better 
serve farmers’ interests. 


A transportation monitor was named 
by Ottawa in late June. The CWB will 
be working closely with the monitor to 
ensure that a thorough and factual 
evaluation of the transportation 
system's performance is completed. 
The cap on rail revenue — on which 
the Canadian Transportation Agency 
ruled in March 2001 — was supposed 
to generate savings of close to 

$6 per tonne for western Canadian 
farmers. These anticipated savings 
have failed to materialize. The CWB 
will continue to work to see that 
increased efficiencies in the 
transportation system flow back to 
farmers. 
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In particular, the CWB will continue to 
push for: 


» retaining the limit on revenues 
earned by railways on grain 
movement; 


> adoption of effective running rights 
legislation to allow carriers to 
compete for traffic on another 
railway's lines; and 


> adoption of legislation outlining the 
processes to govern discontinuance 
of service to existing producer 
loading sites. 


Moving farmers’ grain 

While advocating on farmers' behalf 
demanded a lot of attention in the 
2000-01 crop year, the job of moving 
farmers! grain and achieving export 
targets was still our primary task. At 
the start of the past crop year, an 
objective of 18.2 million tonnes was 
set for the export program. That 
objective was effectively achieved with 
exports totaling 104 per cent of the 
target set at the start of the year. 


Other transportation issues during the 
year included implementation of the 
Churchill Freight Advantage Rebate to 
tie freight savings more closely to 
actual grain shipments moved through 
Churchill. Also, agreements were 
reached with OmniTRAX (Churchill) 
and Mission Terminal (Thunder Bay) 
that specify the CWB tonnage to be 
handled, as well as related incentives 
or liquidated damages to ensure satis- 
factory performance. 


Discussions began in earnest with a 
farmer group called West Central Road 
& Rail, which envisions a producer-car 
loading facility to enhance service and 
marketing options for farmers of the 
Saskatoon-Eston area. 
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From train to port 
Total unloads of major Prairie grains at western Canadian port positions 


(number of rail cars). 


2000-01 1999-2000 
Churchill 7,552 S74 ||| 
Thunder Bay 76,288 77,548 
Vancouver 161,108 157,004 
Prince Rupert 26,658 38,492 
Grand total 271,606 278,255 
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At the port of Vancouver 
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The CWB markets wheat and barley 
grown by Canada's Prairie farmers to 
about 70 countries. Getting the best 
price for this grain is a complex task 
that demands the talent of skilled 
marketers and industry analysts. Our 
Sales and Marketing department 
includes specialists who speak 12 
languages, arrange overseas sales 
missions and stay in close contact with 
hundreds of customers and potential 
buyers. Analysts are busy each day 
tracking international trends, weather 
and economic factors to maximize 
sales opportunities, while policy experts 
continually work to negotiate favorable 
trade conditions. 


Our top customer last year was in our 
own backyard, a reflection of the 
growing strength of the Canadian 
value-added grain processing industry. 
In 2000-01, the Canadian flour 
industry purchased 2.3 million tonnes 
of western Canadian wheat, up almost 
10 per cent from the previous year. 
Canada also took the largest share of 
last year's malting barley crop, with 
purchases of 1.2 million tonnes. Our 
top durum customer was Algeria, while 
Saudi Arabia bought the most feed 
barley. Our largest international wheat 
customers were Iran, Japan, Mexico 
and the United States. 


The CWB's biggest competitive 
advantage in the international grain 
market derives from a strength in 
numbers. With all Prairie wheat and 
barley farmers selling through a single 
desk, the CWB has the power to 
compete at the same level as the 
world's largest grain traders. 


Forging success 

Strong marketing efforts resulted in 
significant successes during 2000-01. 
Almost 600 000 tonnes of malting 


barley was sold to Chinese 
customers, one of our best years in 
that market. Two-thirds of these sales 
were of newer (non-Harrington) 
varieties, now favored by western 
Canadian barley growers. The 
Chinese sales resulted from successful 
market development efforts in 
previous years, including a collabora- 
tive brewing research project in China 
at the Wuxi University Brewing school, 
funded by CWB. 


In Egypt, the CWB sold substantial 
milling wheat tonnage for the first 
time since the late 1980s, with total 
shipments during the crop year 
exceeding 150 000 tonnes. Sales of 
high-quality durum to Morocco 
reached record levels, totaling 

625 000 tonnes. The Moroccan 
market remains extremely quality 
conscious and has become our 
second-largest durum market. Hard 
work on a marketing program in the 
Philippines paid off with a 67 per cent 
increase in sales to 725 OOO tonnes. 
In South Africa, a cargo of CWB two- 
row malting barley was sold for the 
first time in several years. This 
included the new variety, AC Metcalfe, 
and continued sales to South Africa 
are anticipated in coming years. The 
CWB also renewed and expanded a 
long-term supply agreement with our 
largest customer in Mexico. 


Ensuring quality 

The CWB is a key participant in a 
major project called Automated Quality 
Testing, which began work to "finger- 
print" Canadian wheat and barley 
varieties using DNA-based tests. Results 
from this project are expected to 
address limitations with the current 
Kernel Visual Distinguishability system 
used in Canada to identify difterent- 
grain varieties. 


The Canadian Wheat Board 


The CWB is also an important stake- 
holder in the new Canadian Malting 
Barley Technical Centre (CMBTC), 
which opened in October 2001 in 
Winnipeg. Its mandate is to provide 
applied research, education and 
technical support for Canadian malting 
barley marketers, processors and their 
domestic and international customers. 
The CMBITC features a pilot malting 
plant and brewery run by expert staff. 


Biotechnology issues 

Several important CWB customers have 
expressed strong objections to food 
products containing genetically 
modified (GM) material. During the 
past crop year, this became a highly 
public issue after Monsanto announced 
development of GM wheat. 


The CWB will not support the com- 
mercial introduction of GM wheat 
until there is a safe system for its seg- 
regation from conventional supplies. 
One of the most important services 
offered by the CWB to its overseas 
customers is an assurance of grain 
quality. As long as customers are un- 
willing to buy GM wheat, we must 
ensure proper segregation is in place 
to protect our excellent reputation for 
consistent and high-quality wheat. 


During 2000-01, CWB directors and 
staff held ongoing meetings with 
federal politicians and regulators to 
discuss our concerns about the 
negative impact GM wheat could 
have on export sales. The CWB 
added its voice to a group of 210 
stakeholders, calling on Ottawa to 
halt approval of GM wheat until 
these concerns have been addressed. 
In the meantime, the CWB is partici- 
pating in research of new detection 
technology to create safe segregation 
methods. 
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At the international table 

The international trade policy environ- 
ment has a direct impact on the ability 
of the CWB to maximize returns to 
Prairie farmers. The CWB has 
developed a comprehensive trade 
strategy which includes providing 
direction and support to Canada's 
negotiating teams on World Trade 
Organization (WTO) issues, export 
credit and food aid. A top priority is to 
promote better understanding about 
the CWB in the European Union, where 
it is essential to ensure market access. 
CWB representatives joined Canadian 
negotiators at the last WTO round in 
Qatar in November 2001. 


U.S trade challenges 

CWB success in the world market has 
made us the target of repeated trade 
challenges from American groups who 
oppose the single-desk structure 
because of its inherent trade advan- 
tages. During the 2000-01 crop year, 
another U.S. trade challenge was 
launched — the ninth in the past decade. 
All eight previous challenges have 
resulted in decisions upholding the 
CWB's status as a fair trader. We expect 
the outcome of the current challenge, 
from a farmer advocacy group called 
the North Dakota Wheat Commission, 
to be no different. A determination is 
expected in February 2002. 


A baking customer in Malaysia 
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A new corporate environment at the 
CWB means new emphasis on 
accountability and strategic planning. 
This was a focus of great activity in our 
Winnipeg headquarters during 
2000-01. A significant accomplishment 
was the creation of a new framework 
for strategic and long-term directives 
under the direct guidance of our 
farmer-controlled Board of Directors. 
Much attention has been directed to 
performance measures, transparency 
and openness — not only among our 
senior management, but among all 
employees of the CWB. 


Opening doors 

At our invitation, 17 staff from the 
federal Office of the Auditor General 
examined all aspects of CWB opera- 
tions. The results of this special audit 
are expected early in 2002. Valuable 
suggestions for improvement are 
expected and the CWB welcomes the 
opportunity to learn from these recom- 
mendations. The point of this exercise 
is not only to improve operations, but 
to demonstrate the CWB's openness 
and accountability to Prairie farmers. 


An eye to the future 

An intensive strategic planning effort 
over the past year has clarified the four 
foundations to CWB business: farmers, 
customers, mandate and employees. 
All future plans will be viewed within 
the structured context of these key 
focus areas, with a top priority on 
strengthening the CWB's connection 
with farmers. Specific goals and initia- 
tives within these areas will also 
provide a firm basis for ongoing per- 
formance measurement. 


CWB values 
Along with framing our four strategic 
focus areas, all CWB staff were 
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consulted in the process of creating a 
new set of core values for the organi- 
zation. These values describe the sort 
of organization we wish to be, guiding 
the actions of every CWB staff member. 
In a world of change, it is important 
that our behavior be aligned to 
strategic statements, goals and initia- 
tives. The most vibrant organizations 
today are those that consciously create 
cultures based on defined values. The 
final set of core values was approved 
late in 2001. 


The information age 

An important internal initiative during 
the past year was the launch of an 
Information Technology (IT) Renewal 
project. Technology is essential for 
managing the complex exchange of 
information that is central to the 
business of the modern CWB. The IT 
Renewal project is designed to ensure 
our systems are appropriate and 
up-to-date, supported by the proper 
staff skills and directed by the core 
business needs of the organization. 


It is important to ensure that the invest- 
ment of farmers' money into the 
necessary computer infrastructure 
continues to be conducted wisely. A 
new Vice President of Information 
Technology was hired in September 
2001 to continue leading the depart- 
ment into a "new era’. 


Our strength is our people 

The CWB has a diverse and highly- 
skilled workforce that is crucial to our 
success. Over the past two years, 
special efforts have been made to 
consult employees on many aspects of 
our changing work environment. In 
February 2001, results of an employee 
survey were presented to staff and an 
action plan was developed in response. 
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The CWB is also working on a broad 
scope plan for Human Resources that 
includes succession planning, training 
and change management. These initia- 
tives are intended to help us move 
strongly forward to meet current and 
future corporate goals with confidence. 


The CWB decided during the past year 
to revamp its employee pension plan. 
The new plan withdraws the CWB from 
the Public Service Superannuation Act 
to allow employees more flexibility and 
to give the CWB direct control over costs 
and administration of the pension plan. 


> Overall level of satisfaction and 
commitment remained high, with 
78% of respondents describing 
themselves as satisfied employees, 
while the majority were proud to 
work at the CWB. However, this 
response was 9% lower than in 


1998. 


> Respondents were generally 
contident in the direction of the 
CWB since the change in gover- 
nance, with only 10% indicating a 
negative response. 


> There were strong positive working 
relationships at the CWB. 


> Respondents accepted that change 
will continue and 69% felt 
motivated to assist with change. 


> Respondents understood how their 
work linked to business goals. 
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Priorities for action: 
>» A need was identified for greater 
teamwork among CWB leaders, 
with an emphasis on managing 

change. 


> Internal communication was iden- 
tified as an area for improvement. 


> The Information Technology 
Services department was shown to 
require special attention in 
engaging employees as partici- 
pants in review and renewal of 
their role. 


> The workload of executive and 
management respondents was 
identified as a concern. 


>» There were compensation issues 
raised. 


Management Discussion and Analysis 


Working for farmer returns: 
Pool account performance 

The 2000-01 crop year presented 
opportunities and obstacles. Tightening 
global supplies led to general 
improvement in wheat prices. 
Unfortunately, widespread harvest rains 
reduced the overall quality of a smaller 
Canadian wheat crop, making it difficult 
for many farmers to fully realize the 
price benefits. It also presented signifi- 
cant challenges in marketing the crop. 


Global durum prices were stronger in 
2000-01 than the previous year 
despite record Canadian supplies. 
Efforts were made to increase sales 
and expand market share to enhance 
farmer delivery opportunities without 
damaging global durum prices. This 
was a challenge that proved difficult in 
the wake of reduced import demand 


from other countries and strong 
competition from other exporters. 


Global wheat supply and demand 


Coogee.) [24] Production 
Fe] Consumption 


2000-01 


Source: United States Department of Agriculture 
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With a larger barley crop, supplies of 
feed barley increased, along with 
two-row and six-row malting barley. 
Feed barley supplies were secured under 
a new CWB guaranteed delivery 
program and were sold early in the crop 
year. Expanding market acceptance of 
relatively new two-row malting barley 
varieties proved successful, as did efforts 
to find new six-row markets to offset 
weak demand in the traditional markets. 


Wheat, durum, feed barley and 
malting barley pool volumes were 
smaller than the previous year, which 
reduced total CWB sales revenue. 
However, the improvements in global 
prices partially offset the lower revenue 
caused by smaller volumes. As a result, 
the combined total sales revenue from 
the four pool accounts (wheat, durum, 
feed barley and designated barley) 
decreased by six per cent in 2000-01 
to $4.2 billion dollars.* Total wheat, 
durum, feed barley and malting barley 
exports were 19 million tonnes, 

104 per cent of our export forecast of 
18.2 million tonnes, set in the fall of 


2000. 


Operating costs are divided into four 
components: direct costs; 
administrative expenses; grain industry 
organizations; and net interest 
earnings. An explanation of direct costs 
is included in the following discussion 
of each pool account. An explanation 
of the other three components can be 
found on pages 26-27. In addition, 
please refer to pages 45, 47 and 55 of 
the Financial Results. 


*Note: the dates of the crop year differ from the 
dates of the pool account year. This may account 
for minor discrepancies between figures listed in the 
Annual Report narrative and the Financial Results. 


The Canadian Wheat Board 


{ 


: lint — 
/ ia 
T 2 a | bo | 
Ww | 
he wheat pool. —. =| 
b Fil P 7 
| [ee am at o/ek Wo ah | nay (Se P ~~ ye Cane me if 
| hay J j/ — Heather j (s= ey \ | 
/ / / | 1 oo Boe | | ; 7 j | } 
j > | } / \ 
| / | 7 } ~ mod 


The crop 


Early seeding was followed by cooler 


conditions in May and June. Heavy 
rainfall and normal temperatures 
followed in July and prevailed over 
much of the Prairie region. In southern 
Alberta, drought persisted throughout 
most of the growing season. Harvest 
started early in some parts of Manitoba 
as well as in southern Alberta. 
However, below-normal temperatures 
and high rainfall during most of 
September delayed harvesting in other 
regions. Common degrading factors of 
Canadian Western Red Spring (CWRS) 
wheat included sprouting, frost, green 
immature kernels, fusarium damage, 
mildew and bleached kernels. 


Largest volume wheat customers 
(000 tonnes) 2000-01 


Iran 


Japan 


Mexico ee) 158 
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Wheat 
SSS a SSS SSS SSS 
2000-2001 1999-2000 
Tonnes 13 960 639 16 426 836 
Average $ per tonne 
Revenue 195.97 183.68 
Operating Costs 
Direct costs 5.98 4.54 
Administrative expenses 3.26 2.70 
Grain industry organizations 0.08 0.07 
Net interest earnings (4.18) (3.27) 
5.14 4.04 
Earnings for distribution 190.83 179.64 


Sprout levels were much higher than 
normal and resulted in a significant 
portion of the crop being downgraded. 
Only 62 per cent of the CWRS wheat 
was graded No. 1 and No. 2, down 
from 65 per cent in 1999-2000 and 
from the five-year average of 71 per 
cent. Drought conditions in southern 
Alberta pushed overall average protein 
levels slightly higher than the previous 
year to 13.7 per cent — on par with the 
five-year average. 


Western Canadian producers 
decreased their wheat acreage by 
about two per cent to 20.2 million 
acres in 2000-01. With reduced yields 
across southern Alberta and into 
western parts of Saskatchewan, wheat 
production fell to 19.5 million tonnes 
in 2000. This represents a decline of 
more than seven per cent relative to 
1999, and two per cent relative to the 
five-year average. 


The marketing environment 
For the first time since 1995-96, global 
wheat prices started to recover. The 
prospect of tighter wheat stocks in the 
U.S. led this partial recovery in prices, 
supported by shrinking global wheat 
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stocks, quality concerns in Canada and 
the European Union (EU), and a 
smaller crop in Australia. U.S. stocks, 
tightening for the first time since 
1995-96, combined with unfavorable 
U.S. winter wheat planting conditions in 
the fall of 2000 to push world wheat 
prices higher. Gains were limited, 
however, in the face of several factors: 


> near-record stocks being carried 
over from the previous year in major 
exporting countries; 


> the introduction of new export com- 
petition from India and Pakistan; 


> a near record U.S. corn crop; and 


>» weaker world import demand. 


The strategy 

As with every year, marketing choices 
in 2000-01 were based on the 
expected relative returns to the pool 
accounts. There were smaller carry-in 
stocks of high-grade milling wheat 
coming into the crop year and a 
significant portion of the new crop 
deliveries fell into the lower grades. 
That meant supplies of high-grade, 
high-protein wheat were considerably 
tighter than the previous year. Efforts 
were focused on identifying and 
preserving these grades in the system 
to meet the requirements of high-return 
markets throughout the crop year. 


More competitive freight rates 
negotiated with the railways for 
shipments to the U.S. improved 
returns in this market relative to other 
offshore destinations. These lower 
rates, combined with a high degree 
of consistency in meeting customer 
specifications through the CWB's 
"Quality First" program helped 
expand our customer base in the U.S. 
and improve returns to farmers. 


Nearly all business to the U.S. is now 
directly contracted by the CWB. 


These rail freight-rate improvements 
also improved relative returns from 
Latin American and Caribbean 
customers. New alliances and 
continuing efficiencies among 
Canadian, U.S. and Mexican railways 
have made the movement of grain by 
rail to the U.S. Gulf ports and Mexico 
more economically viable for the CWB. 
With these improved returns relative to 
other destinations, the CWB capitalized 
on this new opportunity by doubling 
direct rail shipments to customers in 
Mexico and to Gulf of Mexico ports. 


In the past year, there were large 
supplies of wheat with low Falling 
Number (FN), characteristic associated 
with sprout damage that is undesirable 
for making bread. This presented a 
considerable threat to our reputation 
as a quality supplier — a problem that 
was not apparent in the new crop 
harvest sample survey. Given the diffi- 
culties inherent in visually distinguish- 
ing wheat with low FN in an efficient 
and economical way, identifying and 
segregating good quality grain was a 
real challenge. 


To remedy the problem, the CWB 
worked with the Canadian Grain 
Commission and other industry players 
to develop a method for visually 
screening unloads at port for sprout 
damage. Requests were also made of 
the Western Grain Standards 
Committee to tighten grade specifica- 
tions for sprouted wheat in the No. 2 
and No. 3 grades of CWRS, beginning 
in the 2001-02 crop year. Once the 
sprouted grain was isolated, the CWB 
undertook an aggressive campaign to 
ensure FN sensitive customers received 
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only sound quality. The sprout- 
damaged grain was marketed as 
quickly as possible to other destina- 
tions. However, because of the large 
quantities, this campaign was carried 
into the 2001-02 crop year. 


The deliveries 

Delivery opportunities for farmers were 
evenly distributed throughout the crop 
year, as importers showed little desire to 
increase inventory levels beyond short- 
term requirements. About 40 per cent of 
the wheat signed up under contract was 
called into the system by December 31, 
2001, which was similar to the previous 
crop year. Farmers delivered about 

14 million tonnes to the pool, a decline 
of 15 per cent relative to the previous 
year. All tonnage signed up under the 
A, B, C and D series contracts was 
accepted by the CWB. 


The results 

Canada was the CWB's largest volume 
wheat market, purchasing just over 
2.3 million tonnes — an increase over 
the 2.2 million tonnes purchased the 
previous year. Total exports (including 
products) for the 2000-01 crop year 
fell about 1.3 million tonnes in 
2000-01 to 12.9 million tonnes, due to 
weaker global demand and a smaller 
exportable surplus. 


Exports amounted to 110 per cent of the 
export forecast of 11.7 million tonnes, 


set in the fall of 2000. 


Export shipments to Iran fell almost 

1.8 million tonnes from the previous 
year to just over 1.5 million tonnes, but 
Iran maintained its place as the CWB's 
largest export market by volume. Iran, 
Japan, U.S. and Mexico accounted for 
approximately 40 per cent of the CWB 
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exports in 2000-01, compared to 
46 per cent in 1999-2000. 


Revenue generated on wheat sales 
totaled over $2.7 billion, a decrease of 
$281 million relative to 1999-2000, or 
a decline of nine per cent. This was 
due to a smaller pool size and lower 
overall grade pattern relative to the 
previous year. However, with the 
improvement in global wheat prices, 
revenue averaged $196 per tonne, up 
seven per cent from the previous year's 
average, but still lower than the 
five-year average of $215 per tonne. 


Direct costs 

Direct costs increased $1.44 to 
$5.98 per tonne, primarily due to 
increases in demurrage and freight 
costs. 


An aggressive sales campaign during 
the fall of 2000, weather delays in the 
Rockies and issues related to a new 
railcar allocation program introduced 
by the railways combined to drive up 
net demurrage costs to 36 cents per 
tonne from a net despatch or revenue 
position of 28 cents for 1999-2000. 


Inadequate supplies of higher protein 
wheat in the western catchment area 
made it necessary to draw stocks out of 
the east to meet higher protein sales 
opportunities shipping 
from the west coast. As a 
result, additional freight to 
terminals increased by 
$4.5 million in total or 

50 cents per tonne. 


The increase in net eastern 
movement costs to a net 
cost of six cents per tonne 
related solely to a 
decrease in the Freight 


Adjustment Factor (FAF) recovery of 
$3 million to $42.9 million. The 
decrease was consistent with the 
decline in wheat in the eastern and 
U.S. catchment areas. The cost of 
moving wheat into eastern export 
position remained unchanged at 
$43.6 million in total. 


The combined costs of country and 
terminal inventory carrying charges 
remained consistent at $3.84 per tonne. 


Distribution of earnings 

The sales proceeds available for distri- 
bution, averaging $190.83, was down 
slightly from the prior year to 

97 per cent of revenue. Of the 
amounts returned to pool participants, 
94 per cent was distributed by the first 
week of July 2001 in the form of initial 
and adjustment payments. 


Due to the introduction of producer 
payment options in 2000-01, which con- 
stitute a non-pool participating program, 
a portion of the earnings available for 
distribution was not returned directly to 
farmers. Just under $4.2 million, repre- 
senting the pool return on the specific 
grades ot wheat delivered to the wheat 
pool under the Fixed Price Contract/Basis 
Price Contract (FPC/BPC) program, was 
paid to the producer payment option 
program. (See page 28). 


Earnings distributed to farmers 
(wheat) 2000-01 


81% - Initial payment 


4% - Interim payment 


2% - Final payment 


13% - Adjustment payments 
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Revenue 264.61 | 224.48 
Operating Costs oo oe 
Direct costs a ae (22.84 a 20.46 
Administrative expenses a 326 | 2.70 
Grain industry organizations - 0.08 - 0.07 
Net interest earnings 21) (1.91) 
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Earnings for distribution 240.64 203.16 


The crop 

Dry conditions in southern Alberta pushed 
average protein for all grades of Canada 

Western Amber Durum (CWAD) to 

12.6 per cent. This was significantly higher 


than the 11.9 per cent average in 
1999-2000 and the five-year average of 
12.2 per cent. The overall grade pattern 
of the durum crop was lower than the 
previous year, with only 52 per cent 
grading No. 1 and No. 2 CWAD, lower 
than the five-year average of 66 per cent. 
Common degrading factors included 
vitreous kernel content, midge damage, 
smudge, mildew and fusarium. Harvest 
rains also resulted in significant quantities 
of sprout-damaged durum. 


Strong durum prices in the previous year 
prompted a 48-per-cent increase in 
seeded durum acreage to 6.5 million 


Largest volume durum customers 
(000 tonnes) 2000-01 


Morocco 627 
U.S. 


Venezuela 


Canada [eee 290 
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acres. Although yields declined, produc- 
tion grew to 5.6 million tonnes — an 
increase of about 1.3 million tonnes over 
the previous year and almost 

900 000 tonnes above the five-year 
average. When combined with 

1.8 million tonnes carried over from the 
previous year, western Canadian durum 
supplies were pushed to a record high of 
7.4 million tonnes. With world trade 
estimated at only 6.2 million tonnes, CWB 
acceptance of contracted sign-up was 
limited. 


The marketing environment 
Larger Canadian durum acreage in 2000 
and an increase in harvested area in the 
U.S. pushed North American durum 
supplies above 1999-2000 levels. The EU 
also produced more durum. However, 
harvest rains in North America and 
Europe limited global availability of high- 
grade, high-protein milling durum 
supplies. While drought in North Africa 
reduced production and strengthened 
import demand in this region, reduced 
demand in the U.S. and the EU offset 
these gains. Despite increased Canadian 
supplies, strong export competition and 
weaker world import demand, both mid- 
and high-grade durum prices (which had 
fallen in anticipation of a good volume 
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and quality North American crop) more 
than recovered during the fall of 2000, 
surpassing those of the previous year. 


The strategy 

The CWB seeks to strike a balance 
between capturing all appropriate sales 
opportunities while obtaining reasonable 
prices. While customers were generally 
willing to pay well for top-quality 
supplies, demand for high- and 
medium-quality durum was relatively 
fixed. In 2000-01, global supply vastly 
outstripped demand. Canadian durum 
supplies alone exceeded the worldwide 
durum trade. Had it not been for a dis- 
astrous U.S. harvest that produced the 
lowest quality crop in history, higher- 
quality durum values and deliveries 
would have been much more depressed. 


The deliveries 

Because of large Canadian supplies and 
relatively fixed demand, durum delivery 
opportunities for producers were limited. 
Total farmer deliveries to the pool account 
decreased almost 310 000 tonnes to 

3.7 million tonnes. The CWB accepted 
about three-quarters of the durum supplies 
for delivery during the 2000-01 crop year. 


The results 

With reduced global import demand and 
stiff competition, overall exports of 
Canadian durum fell by about 

100 000 tonnes from the previous year to 
approximately 3.5 million tonnes. This rep- 
resented 100 per cent of the CWB export 
forecast. Even with a slightly smaller export 
program, the CWB remained the top 
exporter of durum in the world with 
55-per-cent market share in the global bulk 
durum trade, compared to 57 per cent the 
previous year. This was partly due to a 
slower Algerian import pace late in the crop 
year. However, Algeria imported more than 
1.3 million tonnes of durum in 2000-01, 
accounting for 39 per cent of total 
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Canadian exports. The CWB maintained 
about two-thirds of the Algerian market. 


Expansion opportunities into major durum 
markets were limited, considering that 
Canada already accounted for 85 to 

100 per cent of durum imports by 
Morocco, Venezuela, Chile and Peru. 
Exports to Italy fell in the wake of stiff com- 


petition from the U.S., Turkey and Australia. 


Exports to Morocco, our second-biggest 
customer, were up 33 per cent over the 
previous year to just over 600 O00 tonnes. 
Algeria, the U.S., Venezuela and Morocco 
accounted for 77 per cent of CWB exports, 
compared to 73 per cent in 1999-2000. 
Canada retained its place as the CWB’s 
fifth largest durum customer, taking just 
under 300 000 tonnes. 


Revenue generated on durum sales totaled 
almost $1 billion, an increase of 

$77 million relative to 1999-2000, or an 
increase of nine per cent. This occurred in 
spite of a smaller pool size and a below- 
average grade pattern. Revenue averaged 
$265 per tonne — up 18 per cent from the 
previous year due to the strength of global 
durum prices, and above the five-year 
average of $255 per tonne. 


Direct costs 
Direct costs increased $2.39 to 
$22.84 per tonne, primarily due to 
increases in country carrying charges 
and freight costs. Large 
carry-over stocks, 
increased production and 
a slower sales pace 
combined to reduce 
inventory turnover in the 
country and increase the 
average volume of stocks- 
on-hand throughout the 
year. This resulted in a 
24-per-cent increase in 
country carrying charges 
or 87 cents per tonne. 


Inadequate supplies of high-quality durum 
in the east made it necessary to draw 
stocks out of Alberta and Saskatchewan to 
meet East Coast sales opportunities. The 
result was a substantially higher level of 
cross hauling compared to 1999-2000, 
resulting in an increase to adverse freight 
of $2.6 million in total or 75 cents per 
tonne. 


A greater volume of durum moving 
through the East Coast and a significant 
decrease in the Thunder Bay FAF 
recovery rate combined to increase 
eastern movement costs by 60 cents to 
$15.16 per tonne. A freight-rate increase 
on August 1, 2001, compared to a rate 
decrease at the same time the previous 
year, resulted in a 23 cent per-tonne 
variation to a net cost of 10 cents per 
tonne for freight incurred from freight- 
rate changes. 


Earnings distributed to producers 
The percentage of sales proceeds 
returned to producers remained consistent 
with the previous year at 91 per cent of 
revenue. Of the amount distributed to 
farmers, 84 per cent had been distributed 
by the first week of July 2001 in the form 
of initial and adjustment payments. A 
significant proportion of durum receipts 
remained unsold late into the crop year, 
preventing an earlier distribution of 
proceeds. 


Earnings distributed to farmers 
(durum) 2000-01 


69% - Initial payment 


12% - Interim payment 


4% - Final payment 


15% - Adjustment payments 
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Barley 
2000-2001 1999-2000 
Tonnes 454 073 671 703 
Average $ per tonne 
Revenue 139.13 134.38 
Operating Costs 
Direct costs 8.26 4.62 
Administrative expenses 3.32 ZT 
Grain industry organizations 0.08 0.07 
Net interest earnings (14.11) (7.90) 
(2.45) (0.51) 
Earnings for distribution 141.58 134.89 


The crop 

The area seeded to barley in Western 
Canada increased 17 per cent in 2000 
from the previous year to 11.8 million 
acres. This increase in area was 
partially offset by a reduction in yields, 
particularly in Alberta where dry condi- 
tions prevailed throughout most of the 
growing season. As a result, western 
Canadian barley production climbed 
about 0.3 million tonnes higher than 
the previous year to a total of 

12.6 million tonnes. The larger barley 
crop (approximately 35 per cent of 
which were feed and hulless varieties) 
combined with wet harvest conditions 
in some of the later-seeded areas to 
produce generally adequate feed 
barley supplies. 


The marketing environment 
The potential for feed barley export 
prices to improve was limited early in 
the year due to increased barley 
supplies in Canada, Australia and the 
U.S. In the EU, however, smaller 
supplies and increased domestic 
demand resulted in a sharp reduction 
in EU export volume, along with EU 
use of export subsidies. This helped 
global feed barley prices work their 
way higher through January before 
almost completely retreating to levels 
seen at the beginning of the year. 
Global barley trade in 2000-01 fell 
slightly compared to the previous year, 
as feed barley import demand 
generally weakened due to increased 
production in the Middle East. 


Largest volume feed barley 
customers (000 tonnes) 2000-01 


The strategy 

In order to secure supplies early in the 
crop year, the CWB announced a new 
Saudi Arabia 


program called the Guaranteed Delivery 
Contract with Early Payment Option 


Japan (GDCEPO) program. Faced with a slow 
iran EU export program that could have 

picked up at any time and the prospect 

U.S. of a larger crop in Australia, sales were 


made early. This was designed to take 
advantage of relatively firm global 


United Arab Emirates [] 15 
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prices and to move more barley early in 
the crop year to improve cash flow for 
producers. Early knowledge of our 
supply situation, due to a September 
sign-up deadline for farmers, allowed 
the CWB to capture stronger offshore 
values for a number of barley producers 
in relation to their domestic alternative. 


The deliveries 

The CWB accepted all feed barley 
contract tonnage signed up under the 
GDCEPO as well as 100 per cent of 
the tonnes signed up under the A, B, C 
and D series contracts. The feed barley 
delivered under the GDCEPO was 
moved prior to December 31, 2000. In 
total, farmer deliveries to the feed 
barley pool account decreased 

218 000 tonnes over the previous year, 
to 454 000 tonnes, largely because of 
strong domestic prices late in the crop 
year which limited contract sign-up, 
particularly on the C and D series. 


The results 

Feed barley exports totaled 

693 000 tonnes, up slightly from the 
previous year, and included both com- 
mercial carry-over and farmer deliver- 
ies. This total represented only 

69 per cent of our forecast set in the 
fall of 2000. The target shortfall was 
due, in part, to a strong domestic 
market. Dry soil conditions, which 
continued to plague southern Alberta 
and southwestern Saskatchewan 
through the spring and summer of 
2001, also played a role as producers 
held back barley supplies. 


The CWB's largest-volume feed barley 
customer was Saudi Arabia, which 
purchased almost 300 000 tonnes — 
double the previous year. Japan was 
the second largest customer for feed 
barley, purchasing just over 
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230 000 tonnes. This was down from 
the 340 000 tonnes shipped the 
previous year, largely due to limited 
supplies in the last half of the crop year. 
Western Canadian feed barley was also 
exported to Iran, the United Arab 
Emirates and the U.S. 


Revenue generated from feed barley 
sales totaled $63 million, down 

$27 million relative to 1999-2000. 
Improved prices did not make up for a 
smaller pool size compared to the 
previous year. Revenue averaged 
$139 per tonne, up four per cent from 
the previous year but lower than the 
five-year average of $153 per tonne. 


Total Canadian feed barley 
exports (000 tonnes) 


2000-01 
1999-2000 
1998-99 
1997-98 


1996-97 


Direct costs 

Direct costs increased $3.64 to 

$8.26 per tonne, primarily due to a sig- 
nificant increase in net demurrage costs. 


A large portion of barley 
sales were executed during 
the fall, coinciding with rail 
shipment problems caused 
by a new railcar allocation 
program introduced by the 
railways. As a conse- 
quence, vessels were left 
waiting at port until 
adequate volumes arrived 
at terminal position, 
resulting in a substantial 


amount of net demurrage totaling 
$1.8 million or $3.88 per tonne. 


The combined results of inventory 
carrying charges for both the country 
and terminal remained consistent, 
showing a net increase of only five 
cents per tonne. Adverse freight costs 
declined to four cents per tonne due to 
the non-utilization of Prince Rupert for 
West Coast shipments. 


Earnings distributed to 
producers 

The barley pool returned $141.58 per 
tonne to producers, representing a 
return greater than 100 per cent of 
sales value. The majority of net interest 
earnings in the feed barley pool was 
earned from credit receivables, which 
do not fluctuate with pool size. During 
years when the number of tonnes in the 
pool account is small, the interest 
earned on a per-tonne basis can be 
substantial, and can even exceed alll 
other operating costs. For the 2000-01 
crop year, net interest revenue exceeded 
the other operating costs by 

$2.45 per tonne. 


Of the amount distributed to farmers, 
92 per cent had been distributed by 
the first week of July 2001 in the form 
of initial and adjustment payments. 


Earnings distributed to farmers 
(feed barley) 2000-01 


72% - Initial payment 


20% - Adjustment payments 


5% - Interim payment 
3% - Final payment 
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Designated Barley 


The crop 

An estimated 65 per cent of the barley 
area in Western Canada was seeded 
to malting barley varieties in 2000. Of 
this, about two thirds was seeded to 
two-row malting barley varieties, with 
the other third seeded to six-row 
varieties. Despite a slightly larger 


barley crop, the dryness in southern 
Alberta limited selectable supplies of 
two-row, while the presence of 
fusarium in parts of Manitoba limited 
the selectable supplies of six-row 
malting barley. A larger percentage of 
the crop was downgraded due to 
staining, placing a larger portion of 
the selected supplies in the standard 
select grade. 


Largest volume malting barley 
customers (000 tonnes) 2000-01 


U.S. ee 593 
China 552 
Mexico || 34 
Japan [| 31 
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2000-2001 1999-2000 
Tonnes 2273 488 2554 577 
Average $ per tonne : : 
Revenue 201.75 188.85 
Operating Costs - ok 
Direct costs 2.81 — 2M) 
Administrative expenses 3.26 EK 
Grain industry organizations oe 0.11 0.07 
Net interest earnings 7 (1.03) 4), 73) 
315 3.16 
Earnings for distribution 196.60 185.69 


The marketing environment 
Record malting barley import demand 
kept two-row malting barley prices 
fairly firm in 2000-01 despite signifi- 
cant global malting barley supplies. 
Increased exportable two-row malting 
barley supplies in the EU were 
absorbed by stronger demand in 
Eastern Europe, leaving larger 
exportable supplies from Canada and 
Australia to compete for near-record 
Chinese demand. Although the 
available U.S. six-row malting supply 
was limited by fusarium, the demand 
for Canadian six-row supplies 
remained fairly flat. U.S. six-row prices 
drifted sideways or lower as U.S. 
maltsters drew down stocks. On the 
other hand, U.S. demand for Canadian 
two-row malting barley was slightly 
higher due to a drought-reduced crop 
in Montana. 


The strategy 

With most two-row importers buying 
only enough to meet short-term 
requirements, sales were spread fairly 
evenly through the crop year. This was 
positive for returns as prices gradually 
improved over the course of the crop 
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year. Significant efforts were also made 


in marketing new varieties such as AC 


Metcalfe, AC Kendall and CDC Stratus. 


With slow U.S. six-row demand, other 
marketing opportunities were pursued 
in order to increase six-row movement. 
These refocused efforts resulted in the 
first-ever sale of six-row malting barley 
to China. 


The deliveries 

While two-row deliveries were spread 
fairly evenly throughout the year, 
six-row did not move until later. In 
total, farmers’ deliveries to the desig- 
nated barley pool account decreased 
by about 281 OOO tonnes over the 
previous year to 2.3 million tonnes. 


The results 

Total exports of malt (grain equiva- 
lent) and malting barley climbed 
about 50 O00 tonnes over the 
previous year to 1.9 million tonnes. 
However, with weak U.S. demand for 
six-row malting barley, the CWB 


reached only 96 per cent of its export 


forecast set in the fall of 2000. The 
CWB's largest volume malting barley 
customer in 2000-01 was Canada, 
purchasing almost 1.2 million tonnes 
for both domestic and export malt 
sales — unchanged from the previous 
year. With strong two-row demand in 
the U.S., total exports to this country 
edged slightly higher, to just over 


593 OOO tonnes. The U.S. retained its 


spot as our largest export customer. 
China was our second largest export 


market in 2000-01, taking more than 


550 O00 tonnes, up 100 O00 tonnes 
from 1999-2000. 


Revenue generated on malting barley 
sales totaled $459 million, down 

$24 million relative to 1999-2000, or 
a decrease of five per cent. This was 
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The new Canadian Malting Barley Technical Centre (CMBTC) is designed to 
expand market share for western Canadian malt and malting barley. 


The Canadian Wheat Board has been one of the main supporters of the 


CMBIC since the concept was first discussed, providing approximately 
$1 million for capital and start-up investment. The CWB's senior barley program 
manager, Michael Brophy, is chair of the CMBTC Board of Directors. 


The CMBTC was legally incorporated in May 2000, and is located in the 
same Winnipeg building that houses the Canadian Grain Commission and 
the Canadian International Grains Institute. It includes a 100-kilogram pilot 


malting plant and three hectolitre pilot brewery. Domestic and international 


customers can use the services of the centre's skilled staff and technology. The 


CMBITC will also support development, commercialization and marketing of 


new Canadian malting barley varieties. 


due to improved two-row prices, which 
largely offset a smaller pool size. 
Revenue totaled $202 per tonne, up 
seven per cent from 1999-2000 and 
slightly lower than the five-year 
average of $204 per tonne. 


Direct costs 
Direct costs increased 70 cents to 
$2.81 per tonne, primarily due to a 
71 cent increase in country carrying 
charges. Country elevator financing 
showed a 32 cent per-tonne increase 
due to the inclusion in 1999-2000 of 
recovery of an over-payment of 
carrying charges. Slower inventory 
turnover in the country due to 
selection delays and 
dormancy problems 
resulted in a 42 cent 
increase in country 
storage costs. 


During the previous crop 
year, the CWB had booked 
a liability for potential 
terminal storage costs 
related to a disputed 
shipment held at a third 


party facility. Upon settlement of the 
issue during 2000-01, the proportion of 
the storage charges accepted by the 
CWB was less than anticipated, resulting 
in a recovery and a net income balance 
of eight cents per tonne. 


Earnings distributed to 
producers 

The percentage of earnings returned to 
producers was down slightly to 97 per 
cent when compared with the previous 
year. Of the amount distributed to 
farmers, 91 per cent had been distrib- 
uted by the first week of July 2001 in 
the form of initial and adjustment 
payments. 


Earnings distributed to farmers 
(malting barley) 2000-01 


81% - Initial payment 


3% - Interim payment 
2% - Final payment 
4% - Producer contract 
storage payments 


10% - Adjustment payments 
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The four components of operating 
costs are direct costs, administrative 
expenses, grain industry organizations 
and net interest earnings. 


Direct costs 

Direct costs have been explained in 
each pool account discussion. See also 
pages 38-42 of the Financial Results. 


Administrative expenses 
Administrative expenses for the 

2000-01 crop year were budgeted at 
$65.95 million, representing a three per 
cent increase over the prior year's actual 
expense. Actual expenses for the current 
year totaled $65.89 million, falling just 
short of the budgeted amount. See 
page 45 of the Financial Results. 


The increase in administrative expense 
can be attributed to: 


» An increase in human resource costs 
due to a mandated change to 
accounting policies for post-employ- 
ment benefits and an imposed 
increase in the employer contribution 
rate for the PSSA pension plan; 


> A major financial systems upgrade; 


> External consulting requirements sur- 
rounding a review of the PSSA plan, 
transportation issues and internal 
information technology delivery 
methods; 


> The introduction of a program to 
solicit accurate farmer views 
(FarmCall); and 


» Expenses related to Director 
elections. 


These increases were offset by savings 
from a decreased usage of computer 
contractors and a reduction of depreci- 
ation expenses resulting from the 
deferral of several major projects. In 
addition, one-time reorganization 


expenses were incurred in 1999-2000. 
These were related primarily to imple- 
mentation of an early retirement 
program. Also of note, costs associated 
with the trade challenge launched by 
the North Dakota Wheat Commission 
carried over into 2000-01. A 
determination on this challenge is 
expected in February 2002. 


With the exception of a small amount 
of pool related costs charged directly 
to a specific pool, administrative 
expenses are allocated to the pools 
based on their respective receipt 
tonnes. Incremental costs associated 
with producer payment option 
programs are charged directly to the 
related program and are excluded 
from the amount allocated to the 
pools. See note 18, page 55. 


Grain industry organizations 
The CWB has continued to provide 
support for organizations that benefit, 
both directly and indirectly, the 
western Canadian grain farmer. 
During 2000-01, the CWB con- 
tributed $1.57 million to the 
Canadian International Grains 
Institute (CIGI) and $85,000 to the 
Canadian Malting Barley Technical 
Centre (CMBTC). 


CIGI is a non-profit facility dedicated to 
providing educational programs and 
technical activities in support of market 
development and promotion of world 
markets for Canada's grains, oilseeds 
and special crops. CIGI operates in 
affiliation with the CWB, the Canadian 
Grain Commission and Agriculture & 
Agri-Food Canada. The CWB's contri- 
bution represents 40 per cent of CIGI's 
eligible operating costs. The CMBTC is 
a new organization established in 
2001 to promote Canadian malting 
barley with the objective of increasing 
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sales opportunities for its members. 

The CWB's ongoing support consists 
primarily of our annual membership 
fee. 


Net interest earnings 

Net interest earnings which were 
more than $75 million in 2000-01, 
arise primarily from financing credit 
grain sales. When the CWB sells 
grain on credit, the CWB must borrow 
an equal amount to facilitate 
payments to farmers and conduct 
ongoing operations. With the CWB's 
borrowing power, it is able to borrow 
at a lower rate of interest than the 
rate extended to the credit customer. 
As a result, the CWB benefits from 
this "spread" in interest rates, in the 
form of excess interest revenue over 
interest expense. 


During periods of falling interest 
rates, as was the case during 
2000-01, the interest spread will tend 
to widen, resulting in increased 
interest earnings. This is because 
credit receivables are typically longer 
in term and can be locked in at com- 
paratively higher rates. In contrast, 
borrowings typically have shorter 
terms and are refinanced at the 
lower rates. 


Other interest unrelated to credit 
sales includes interest earned on the 
cash balances that build up in the 
pool accounts during the crop year, 
interest earned on delayed receipts of 
sales proceeds on non-credit sales 
and costs such as financing and bank 
charges. Declining interest rates and 
smaller pool sizes are primary 
reasons for the decrease in net 
interest for this category. 
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2000-2001 1999-2000 
Net interest income on: 
Credit sales $ 70,502,008 $ 61,293,145 
Pool accounts & other 4,718,194 9,679,195 
Total Net Interest $ 75,220,202 


$ 70,972,340 


Net interest earnings go directly into the pool accounts and are paid as part of the 
distributions to producers. 
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During the 2000-01 crop year, a 
fundamental change occurred in the 
way the CWB conducts business with 
farmers who want choice in the way 
they price and receive payment for 
their grain. 


Responding to farmer concerns, the 
CWB introduced two producer 
payment option programs — the Fixed 
Price Contract/Basis Price Contract 
(FPC/BPC) and the Guaranteed 
Delivery Contract with Early Payment 
Option (GDCEPO). These provide 
farmers with greater pricing flexibility 
and ability to manage their cash 
flow, while still allowing the CWB to 
retain the principles of single-desk 
marketing and price pooling. 


Research conducted during 1999 
indicated farmers wanted flexibility 
over payment timing and pricing, 
with two out of three farmers 
expressing interest in such programs. 
The arrival of CWB payment options, 
however, does not signal the aban- 
donment of price pooling. At this 
time, a majority of farmers still wish 
to receive payments under the 
current system. 


In any case, the clear message was 
that any new program must operate 
separately and independently from the 
pool accounts. This is, and will 
continue to be, a significant element in 
the design of all such programs. 
Further, a contingency fund has been 
established to underwrite the programs 
to ensure that program operating gains 
or losses will not impact the pool 
accounts. Program enrolment is 
expected to fluctuate widely from year 
to year, depending on factors like crop 
size, market conditions, prices and 
farmer confidence. 


Fixed Price Contract/Basis 
Price Contract (FPC/BPC) 

A FPC/BPC pilot program was intro- 
duced for the 2000-01 crop year for 
Canada Western Red Spring (CWRS) 
wheat only. The program provided 
farmers the option to lock in a price 
for a specified number of tonnes prior 
to the start of the crop year in one of 
two ways: by choosing a fixed price 
contract and basing it on the CWB 
Pool Return Outlook (PRO); or 
choosing a basis price contract that 
uses the Minneapolis futures market. 


During 2000-01, farmers delivered 
21 138 tonnes under the FPC/BPC 
program and received $4 million, or 
an average of $190.51 per tonne, 
under contracted arrangements (see 
page 43 of the Financial Statements). 
Once the tonnes are delivered to the 
CWB for selling purposes, there is no 
segregation between deliveries made 
as a pool participant or those made 
under the FPC/BPC program. Because 
the farmer has opted out of the pool 
in this program, all pool returns 
(initial, adjustment, interim and final 
payments) that otherwise would have 
been paid to the farmer under the 
pool scenario for the specific grades 
delivered, are instead paid to the 
program. 


During 2000-01, this amounted to 
just under $4.2 million, or an average 
of $196.95 per tonne. 


It should be noted that the grade mix 
delivered to the CWB under the 
FPC/BPC program is different than the 
overall grade mix delivered to the 
wheat pool as a whole. Therefore, 
while all of the tonnes delivered to the 
wheat pool (including those delivered 
under FPC/BPC) show an average 
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Greater pricing flexibility: Producer Payme 


return after operating costs of 
$190.83, the specific tonnes delivered 
under the program averaged $196.95 
(see page 43 of the Financial 
Statements). 


With other program revenues, 
including hedging gains, liquidated 
damages and program expenses 
(including interest and administrative 
expenses), the program showed a 
surplus of $127,163. The surplus was 
transferred to the contingency fund at 
year end (see Financial Statement Note 
14, page 52). 


Guaranteed Delivery 
Contract (GDC) with Early 
Payment Option (EPO) 

For 2000-01, the GDCEPO program 
was introduced for barley. This 
provided the farmer with a guaran- 
teed delivery opportunity and the 
additional option of receiving 
immediate payment, upon delivery, of 
90 per cent of the PRO, less a 
discount. Because farmers do not opt 
out of the pool under this program, 
they are still eligible to receive all 
future pool payments that exceed the 
non-discounted value selected above. 


Of the 282 000 tonnes delivered under 
the program during 2000-01, 

191 253 tonnes were designated as 
EPO (see page 43 of the Financial 
Statements). The EPO discount charged 
to farmers, for non-delivery risk and 
the time value of money, averaged 
$2.08 per tonne for a total of 
$398,487. With liquidated damages 
charged for non-delivery and program 
expenses, including hedging losses and 
interest, the program showed a surplus 
of $217,960. The surplus was trans- 
ferred to the contingency fund at year 
end (see Financial Statement Note 14). 
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Fixed price contracts 


2000-01 crop year 


86 contracts from 76 
farmers (7397 tonnes) 


Full payment provides 
earlier cash flow. 
Farmer not eligible for 
other pool account 
payments. 


ae Sone 


Basis price contracts 


129 contracts from 115 
farmers (22 345 tonnes) 


Opportunity to partici- 
pate in Minneapolis 
futures market. Rollover 
option available. 
Farmer not eligible for 
other pool account 
payments. 


— 


GDC for feed barley 


2,286 contracts from 
2,004 farmers 
(296 626 tonnes) 


Farmer can choose 
between early payment 
value and regular pool 
payment method. 
Farmers remain in the 
pool account. 
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Credit sales 

Credit Grain Sales Program 3 222, 463 52 $ 371,67] 8.3 

Agri-food Credit Facility 159 AS1 3.8 145,868 Gia 

Other 185,798 4.] 


139,184 


3.3 


Total credit sales 


Total sales 
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103,337 
$ 4,482,438 
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Credit programs 

To support the sale of western 
Canadian grain, the Government of 
Canada provides repayment guaran- 
tees. Acting within credit limits and 
terms approved by the federal govern- 
ment, the CWB works with individual 
customers and commercial banks on a 
case-by-case basis to structure credit 
facilities to meet customer needs. These 
credit arrangements can be an 
important factor in many foreign 
markets. During 2000-01, credit sales 
totaled $521.1 million, representing 
12.3 per cent of total sales, compared 
to $703.3 million, or 15.6 per cent, of 
sales in the previous year. 


The CWB uses the following programs 
to offer credit on commercial terms. 


Credit Grain Sales Program 

The Credit Grain Sales Program 
(CGSP) allows the CWB to sell grain on 
credit to customers who can provide a 
sovereign guarantee of repayment 
from their central bank or ministry of 
finance. The Government of Canada, 
in consultation with the CWB, estab- 
lishes country eligibility and individual 
country credit ceilings for this program 
on an annual basis. Repayment terms 
cannot exceed 36 months from time of 
shipment, and commercial rates of 


interest are charged. During the year 
ended July 31, 2001, $222.5 million 
of grain was sold under the CGSP 
program compared to $371.7 million 
the previous year. 


The balance receivable at July 31, 
2001 was $7.1 billion. Of this 
amount, $6 billion represented 
receivables for which payments of 
principal and interest had been 
rescheduled over periods ranging 
from five to 25 years under terms 
agreed to by the Government of 
Canada. Included in the rescheduled 
amount was $53.9 million to be paid 
to the CWB by the government of 
Canada under debt-reduction 
arrangements, where the Government 
had assumed certain amounts that 
otherwise would have been paid by 
the debtor government. 


Overdue amounts of $828.1 million 
are due from Iraq, with payments for 
credit sales still outstanding at July 31, 
2001. Iraq is not currently honoring its 
payment obligations because of United 
Nations sanctions. 


Since the Government of Canada 
guarantees repayment of 100 per cent 
of the principal and interest of the 
CGSP receivables, the CWB makes no 
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allowance for credit losses (see Note 3, 
page 47 for more information). 


Agri-food Credit Facility 

The Agri-food Credit Facility (ACF) allows 
the CWB to sell grain, either directly or 
through accredited exporters, on credit 
to commercial (non-government) 
customers around the world. The 
Government of Canada, together with 
the CWB, evaluates each transaction on 
an individual basis. During the year 
ended July 31, 2001, $159.4 million of 
grain was sold under the ACF program, 
compared to $145.9 million for the 
previous year. 


The balance receivable at July 31, 
2001 from sales made under this 


program to date was $85 million. The 
Government of Canada guarantees a 
declining percentage of the receivables 
under this program based on the 
repayment period, with the CWB 
assuming the residual risk that is not 
guaranteed. The portion of credit risk 
assumed by the CWB under this 
program at July 31, 2001 was 

$1.7 million. This is considered collect- 
able, therefore there was no allowance 
for credit losses (see Note 3, page 47). 


Other 

From time to time, Canadian com- 
mercial banks participate in 
providing credit through the CWB 
under the above programs. In these 
cases, the CWB receives payment for 


the bank's portion of the credit trans- 
action. The bank then assumes the 
risk of non-payment by the customer 
on their portion of the credit 
extended, without recourse to the 
CWB. During the year ended July 31, 
2001, credit provided by banks 
under these arrangements totaled 
$139.2 million, compared to 

$185.8 million the previous year. 


Summary 

The CWB's accounts receivable from 
credit sales totaled $7,179 million for 
2000-01 (see Note 3, page 47). Of 
this amount, $7,177 million was guar- 
anteed by the Government of Canada 
and $1.7 million was credit risk 
assumed by the CWB. 


The Canadian Wheat Board is 
committed to minimizing borrowing 
costs and maintaining access to 
money through exploring new 
borrowing opportunities, as well as 
expanding and diversifying its 
investor base. 


Under the Canadian Wheat Board Act, 
and with the approval of the federal 
Minister of Finance, the CWB is 
empowered to borrow money by any 
means, including the issuing, re- 
issuing, selling and pledging of bonds, 
debentures, notes and other evidences 
of indebtedness. 
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All borrowings of the Corporation are 
unconditionally and irrevocably guaran- 
teed by the Minister of Finance, resulting 
in the top credit ratings from Moody's 
Investor Service (Aal and P-1), Standard 
and Poor's Ratings Group (AAA, Al + 
and AA+) and Dominion Bond Rating 
Service (AAA, R-1H and AAR). 


The CWB borrows money to finance 
grain inventories, accounts receivable 
from credit sales, administrative and 
operating expenses and to administer 
the Government of Canada's advance 
payment programs. The CWB borrows 
in a variety of currencies, but elimi- 


nates currency risk by converting bor- 
rowings into either Canadian or U.S. 
dollars to match the assets being 
financed. 


The CWB manages multiple debt port- 
folios totaling $7 billion to $8 billion 
Canadian. These include: 


> Domestic Commercial Paper Program 
(the "Wheat Board Note" program); 


> U.S. Commercial Paper Program; 


>» Euro Commercial Paper Program; 
and 


> Euro Medium-Term Note Program. 
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The CWB seeks to minimize risks 
related to the financial operations of 
the corporation. The CWB analyzes, 
manages, reports and controls 
exposures to financial risks and ensures 
adherence to approved corporate 
policies and risk-management 
guidelines. 


Market risk 

Market risk is the risk to the CWB's 
financial condition resulting from 
adverse movements in the level or 
volatility of market prices. The CWB is 
exposed to market risk in the areas of 
commodity price, foreign exchange 
and interest rates. 


Commodity price risk 

Commodity price risk is the risk of 
reduced revenue for the CWB resulting 
from adverse changes in commodity 
prices. Commodity price risk is inherent in 
the CWB's core business operations. The 
CWB uses exchange-traded futures and 
options to assist in pricing grain sales. 


One of the CWB's major commodity 
risk management programs involves 
managing the price risk associated with 
customer basis contracts. The CWB 
manages the risk of an adverse 
movement in the price of grain 
between the time the grain is sold and 
when the customer prices by using 
regulated commodity exchanges. The 
CWB may also use futures contracts to 
price grain when there is insufficient 
opportunity to do so in the physical 
market. In addition, the CWB manages 
all commodity price risks as they relate 
to various pricing options offered to 
Prairie farmers. 


Foreign exchange risk 
Foreign exchange risk is the exposure 
to adverse changes in foreign 


exchange rates that negatively affect 
Canadian dollar returns to the CWB. 
Sales made by the CWB are priced 
either directly or indirectly in U.S. 
dollars, resulting in exposure to foreign 
exchange risk. 


To manage foreign exchange risk, the 
CWB hedges foreign currency sales 
values using derivative contracts to 
protect the expected Canadian dollar 
proceeds on sales contracts. In 
addition, the CWB manages all 
foreign exchange risks as they relate 
to various pricing options offered to 
Prairie farmers. 


Interest rate risk 

Interest rate risk is the exposure to 
negative fluctuations in the CWB's 
net interest earnings from adverse 
changes in market interest rates. The 
CWEB's interest rate risk arises from 
the mismatch in interest rate term 
and re-pricing dates on the CWB's 
interest earning assets and interest 
paying liabilities. The spread 
between the interest earning assets 
and interest paying liabilities results 
in net interest earnings, which are 
paid to farmers annually. These 
earnings are clearly noted in the 
annual financial results. 


The CWB manages its interest rate 
risk to ensure interest earnings for 
the CWB's producers are maintained. 


Credit risk 

Credit risk is the risk of potential loss 
should a counterparty fail to meet its 
contractual obligations. The CWB is 
exposed to credit risk on non-guaran- 
teed accounts receivable from credit 
sales, as well as credit risk on invest- 
ments and derivative transactions used 
to manage the CWB's market risks. 
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Accounts receivable from credit sales 
The CWB sells grain under two govern- 
ment-guaranteed export credit 
programs: the Credit Grain Sales 
Program (CGSP) and the Agri-food 
Credit Facility (ACF). The CWB's 
accounts receivable from credit sales 
totaled $7,179 million in 2000-01. Of 
this amount, $7,177 million was guar- 
anteed by the Government of Canada 
and $1.7 million was credit risk 
assumed by the CWB. There have been 
no ACF defaults to date and there are 
no outstanding ACF balances that are 
overdue. For more information on 
credit sales, see the "Credit sales" 
section on page 30 and Note 3 on 
page 47. 


Investments 

The CWB uses investments for the 
purpose of cash management, 
adhering to requirements of the 
Canadian Wheat Board Act, the CWB's 
annual borrowing authority granted by 
the Minister of Finance and applicable 
government guidelines. The CWB 
manages credit risk of investments by 
transacting only with highly rated 
counter parties. 


Derivative transactions 

The CWB signs master agreements in 
advance of over-the-counter derivative 
transactions to minimize credit risk, 
legal risk and settlement risk. The CWB 
transacts only with highly rated counter 
parties who meet the requirements of 
our financial risk management policies. 
These policies meet or exceed the 
Minister of Finance's credit policy 
guidelines. 


The CWB manages its credit risk on 
futures contracts by dealing through 
exchanges where changes in market 
position are settled on a daily basis. 
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Liquidity risk 

Liquidity risk is the risk that the CWB 
will be unable to meet its corporate 
obligations. In the normal course of 
operations, the CWB's diversified 
funding programs provide sufficient 
liquidity to meet daily cash require- 
ments. The CWB may hold highly rated 
short-term investments to ensure that 
sufficient funds are available to meet 
debt obligations. Sufficient lines of 
credit are also maintained with 
financial institutions to provide addi- 
tional access to funds. 


Operational risk 

Operational risk is the CWB's risk of 
loss resulting from a breakdown in 
administrative procedures and 
controls or any aspect of operating 
procedures. The CWB's operational 
risk management philosophy encour- 
ages an environment of effective 
operational risk discipline. 


Operational risk management activi- 
ties include segregation of duties, 
cross-training and professional 
development, disaster recovery 
planning, use of an integrated 
financial system, internal and 
external audits and an independent 
risk-control and reporting function. 
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Outlook aw 


As the dynamics of the global agricul- 
ture environment evolve, the CWB will 
continue to look for ways to improve 
returns to growers. While the future is 
impossible to predict, it is clear there are 
several areas that will provide us with 
opportunities and challenges in the 
years to come. 


In the short term, drought conditions 
through many parts of Alberta and 
Saskatchewan have hurt yields, resulting 
in sharply lower production of wheat, 
durum and barley for the 2001-02 crop 
year. A significant increase in high- 
grade, high-protein wheat supplies will 
mean changes to some of the CWB's 
traditional customer mix. The improved 
grade pattern, combined with steady-to- 
firmer prices, should help offset revenue 
reductions caused by lower production. 


In the durum market, large stocks 
carried into the 2001-02 crop year were 
offset by sharply lower production. 
Smaller durum supplies should prove 
more positive for off-farm durum 
movement in the upcoming year. With 
prices expected to remain fairly strong, 
pool revenues should follow. A dramatic 
reduction in barley production has 
resulted in a very strong domestic feed 
market, which will limit export availabil- 
ity of feed barley. Although malting 
barley prices are expected to remain 


firm, lower production and a strong 
domestic feed market have limited 
supplies. With the smaller crop, sales 
revenue in 2001-02 is expected to be 
lower. 


In the longer term, population growth 
and rising incomes worldwide will 
underpin increasing demand for high- 
quality grain. This will help ensure an 
outlet for western Canadian wheat, 
durum and barley in the coming years. 
Countries in Asia, the Middle East, 
Africa and Latin America are expected 
to experience the largest growth in pop- 
ulation. Although the growth rate of 
gross domestic product in many 
countries is shrinking due to tough 
economic times, the demand for 
western Canadian grain is expected to 
remain strong in the long term. 


Agricultural production increases will 
continue as a result of large levels of 
domestic support in the EU and the 
U.S., improving agronomic practices 
(particularly in developing countries) 
and the worldwide development of new, 
better yielding varieties. Minor exporters 
are becoming increasingly important in 
the global trade environment as their 
exportable supplies become more 
stable. The infrastructure for trade and 
agriculture continue to improve in 
countries such as Ukraine, Kazakhstan, 


Russia, Hungary, India and Pakistan. 
The CWB will continue to focus efforts 
on developing product value in existing 
and new high-return markets. 


In the global trade environment, the 
World Trade Organization (WTO) 
agreed in November 2001 at Doha, 
Qatar to enter a new round of agricul- 
tural talks - for the first time since the 
Uruguay Round agreements reached in 
1994. This new Doha Round will be 
critical in addressing domestic support 
levels, export subsidies, market 
promotion and market access issues. 
There is hope for the creation of a more 
level playing field for producers around 
the globe. The entry of China into the 
WTO in December 2001 bodes well for 
Canadian farmers due to Chinese 
emphasis on high-quality grain imports. 
On a contrary note, the influence of 
protectionist forces within the U.S. may 
well present ongoing challenges for the 
CWB. 


As customers become more price- 
sensitive, quality-specific and service- 
oriented, CWB market development 
initiatives will play a crucial role. The 
CWB will continue to work with the rest 
of the Canadian grain industry in devel- 
oping new varieties and new methods to 
maintain the quality and integrity of 
western Canadian products. 


Forwa rd-looking information | 


Certain forward-looking statements 
contained in this annual report are 
subject to risk and uncertainty because 
they rely on assumptions and estimates 
based on current information. A 


number of factors could cause actual 
results to differ from those expressed, 
including, but not limited to: weather; 
changes in government policy and reg- 
ulations; world agricultural commodity 


prices and markets; changes in com- 
petitive forces; and global 
political/economic conditions, including 
grain subsidy actions of the U.S. and 
the EU. 
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Management's responsibility for financial reporting 

The financial statements of the Canadian Wheat Board included in this Annual 
Report are the responsibility of the Corporation's management and have been 
reviewed and approved by the Board of Directors. Management is also responsible 
for all other information in the Annual Report and for ensuring that this informa- 
tion is consistent, where appropriate, with the information contained in the 
financial statements. 


The financial statements have been prepared in accordance with Canadian 
generally accepted accounting principles appropriate in the circumstances and 
reflect the results for the 2000-01 pool accounts, producer payment options and 
the financial status of the Corporation at July 31, 2001. 


In discharging its responsibility for the integrity and fairness of the financial state- 
ments, management maintains financial and management control systems and 
practices designed to provide reasonable assurance that transactions are author- 
ized, assets are safeguarded and proper records are maintained. The system of 
internal control is augmented by an internal audit department that conducts 
periodic reviews of different aspects of the Corporation's operations. 


The Board of Directors is responsible for ensuring that management fulfills its 
responsibilities for financial reporting and internal control. The Board of Directors 
exercises this responsibility through the Audit and Finance Committee of the Board, 
which is composed of Directors who are not employees of the Corporation. The 
Audit and Finance Committee meets with management, the internal auditors and 
the external auditors on a regular basis, and the external and internal auditors 
have full and free access to the Audit and Finance Committee. 


The Corporation's external auditors, Deloitte & Touche LLP are responsible for 
auditing the transactions and financial statements of the Corporation and for 
issuing their report thereon. 


VEL De Wn) 


Greg S. Arason Gordon P Menzie 
President and Chief Executive Officer Executive Vice-President, Finance and 
Treasurer 


Winnipeg, Manitoba 
November 23, 2001 
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Auditor's Report 


Deloitte 
& Touche 


To the Board of Directors of the Canadian Wheat Board: 

We have audited the financial statements of the Canadian Wheat Board which 
consist of the balance sheet as at July 31, 2001 and the combined statement of 
Operations and statement of distribution for the 2000-01 pool accounts, the state- 
ments of operations and the statements of distribution for the 2000-01 pool 
accounts for wheat, amber durum wheat and barley for the period August 1, 2000 
to completion of operations on August 31, 2001 and for designated barley for the 
period August 1, 2000 to completion of operations on September 30, 2001, the 
statement of operations for wheat and barley producer payment options for the 
period August 1, 2000 to August 31, 2001, the statement of cash flow for the year 
ended July 31, 2001, and the statement of administrative expenses for the year 
ended July 31, 2001. These financial statements are the responsibility of the 
Corporation's management. Our responsibility is to express an opinion on these 
financial statements based on our audit. 


We conducted our audit in accordance with Canadian generally accepted auditing 
standards. Those standards require that we plan and perform an audit to obtain 
reasonable assurance whether the financial statements are free of material mis- 
statement. An audit includes examining, on a test basis, evidence supporting the 
amounts and disclosures in the financial statements. 


An audit also includes assessing the accounting principles used and significant 
estimates made by management, as well as evaluating the overall financial 
statement presentation. 


In our opinion, these financial statements present fairly, in all material respects, the 
financial position of the Canadian Wheat Board as at July 31, 2001 and the 


results of its operations and cash flow for the periods shown in accordance with 
Canadian generally accepted accounting principles. 


pir a 


Deloitte & Touche LLP 
Chartered Accountants 


Winnipeg, Manitoba 
November 23, 2001 


The Canadian Wheat Board 


Balance Sheet 


Assets 
As of July 31 (000's) 2001 2000 
Accounts Receivable rr —lll lll 
Credit programs (Note 3) $ 7,179,353 $ 7,206,991 
Non-credit sales 25,872 6,545 
Advance payment programs (Note 4) 447,048 258,393 
Other 30,538 58,459 
7,682,811 7,530,388 
Inventory of Grain (Note 5) 995,804 827227, 
Deferred and Prepaid Expenses (Note 6) 21,209 7,958 
Capital Assets (Note 7) 60,261 68,349 
Total Assets $ 8,760,085 $ 8,788,922 
Liabilities 
Borrowings (Note 8) $ 7,644,976 $ 7,264,209 
Accounts Payable and Accrued Expenses (Note 9) 138,887 IS2 OVS 
Liability to Agents (Note 10) 594,219 858,511 
Liability to Producers — Outstanding Cheques 32,132 222,605 
Liability to Producers — Undistributed Earnings (Note 11) 341,476 301,325 
Provision for Producer Payment Expenses (Note 12) 4,769 5,960 
Special Account (Note 13) 3,281 3,397/ 
Contingency Fund (Note 14) 345 — 
Total Liabilities $ 8,760,085 $ 8,788,922 
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Statement of Pool Operations * 


Crop year (O00's) ~2000-2001 1999-2000 

Receipts (tonnes) 20 353 543 23 628 850 

Revenue (Note 17) $ 4,227,674 © $ 4,482,438 

Operating Costs 

Direct costs 
Country elevator carrying charges 
- Financing 22,917 24,241 
- Storage 43,074 — 43,125 
Terminal storage 19,266 26,839 
Net Demurrage (Despatch) 6,085 (5,811) 
Additional freight 
- To terminals 25,023 18,097 
- Movement to eastern export position 56,346 59,673 
- Freight rate changes 995 (1,563) 
Drying 318 3S) 
CWB hopper cars 3,360 3,348 

Total direct costs 177,384 164,344 

Administrative expenses (Note 18) 66,435 63,071 

Grain industry organizations 1,652 — ON 

Net interest earnings (75,220) (70,972) 

rn ne 

Total Operating Costs 170,251 158,844 

Earnings for Distribution $ 4,057,423 $ 4,323,594 

* Excludes operation of producer payment option programs 

Statement of Distribution 

Pool Accounts 

Receipts (tonnes) 20 332 405 23 628 850 
Initial payments on delivery $ 3,175,762 _ $' 3,519,525 
Adjustment payments 520,447 | 490,402 
Interim payment 233,949 148,757 
Final payment 107,376 152,469 
Producer contract storage payments 15,574 12,342 
Rebate on producer cars 152 oe) 

Earnings Distributed to Pool Participants 4,053,260 4,323,594 

Non-Pool Producer Payment Option Programs 

Receipts (tonnes) 21138 

Pool returns paid to payment programs $ 4,163 

Total Distribution $ 4,057,423 $ 4,323,594 


The Canadian Wheat Board 


Wheat Pool 


Crop year (000's) 


2000-01 1999-2000 
Total Per Tonne Total Per Tonne 
Statement of Pool Operations * 
Receipts (tonnes) 13 960 639 16 426 836 
Revenue (Note 17) $ 2,735,936 $ 195.97 $ 3,017,261 $ 183.68 
Operating Costs 
Direct costs 
Country elevator carrying charges 
- Financing 14,903 1.06 16,568 1.0] 
- Storage 26,679 1.91 29,194 ens 
Terminal storage 11,973 0.86 Ie2ov/ 1.05 
Net Demurrage (Despatch) 5,041 0.36 (4,561) (0.28) 
Additional freight 3 
- To terminals 20,951 1.50 16,422 1.00 
- Movement to eastern export position 776 0.06 (Qe23i1)) (0.14) 
- Freight rate changes 613 0.04 (774) (0.05) 
Drying 278 0.02 Sy 0.02 
CWB hopper cars 2,305 0.17 2,328 0.14 
Total direct costs 83,519 5.98 74,522 4.54 
Administrative expenses (Note 18) 45,545 3.26 44,328 2.70 
Grain industry organizations 1,075 0.08 PSS 0.07 
Net interest earnings (58,340) (4.18) (53,687) B27) 
Total Operating Costs 71,799 5.14 66,346 4.04 
Earnings for Distribution $ 2,664,137 $ 190.83 $ 2,950,915 $ 179.64 
* Excludes operation of producer payment option programs 
Statement of Distribution 
Pool Account 
Receipts (tonnes) 13 939 501 16 426 836 
Initial payments on delivery $ 2,156,832 $ 154.73 $ 2,452,411 $ 149.29 
Adjustment payments 330,590 23.72 339,965 20.70 
Interim payment 116,065 8.32 65,453 BOs: 
Final payment 56,385 4.04 93,007 5.66 
Rebate on producer cars 102 0.01 79 0.01 
Earnings Distributed to Pool Participants 2,659,974 190.82 2,950,915 179.64 
Non-Pool Producer Payment Option Programs 
Receipts (tonnes) 21 138 
Pool returns paid to payment programs $ 4,163 $ 196.95 
Total Distribution $ 2,664,1 37 $ 190.83 $ 2,950,915 $ 179.64 
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Crop year (000's) 2000-01 1999-2000 
Total Per Tonne Total Per Tonne 


Statement of Pool Operations 


Receipts (tonnes) 3 665 343 3975 734 


Revenue (Note 17) $ 969,891 $ 264.61 $ 892,476 $ 224.48 


Operating Costs 
Direct costs 
Country elevator carrying charges 


- Financing 5,611 1.53 5,595 1.41 
- Storage 10,832 2.96 8,768 DP) 
Terminal storage 7,270 1.98 8,761 2.20 
Net Demurrage (Despatch) (605) (0.17) (202) (0.30) 
Additional freight 
- To terminals 4,056 1.11 1,420 0.36 
- Movement to eastern export position 55,570 15.16 57,904 14.56 
- Freight rate changes 381 0.10 (510) (0.13) 
Drying 13 0.00 A8 0.01 
CWB hopper cars 605 0.17 563 0.14 
Total direct costs 83,733 22.84 81,337 20.46 
Administrative expenses (Note 18) 11,962 3.26 10,734 BIO 
Grain industry organizations 282 0.08 286 0.07 
Net interest earnings (8,124) (2.21) (7,595) (1.91) 
Total Operating Costs 87,853 23.97 84,762 D)\| BP 
Earnings for Distribution $ 882,038 $240.64 $ 807,714 $ 203.16 


Statement of Distribution 


Pool Account 


Receipts (tonnes) 3 665 343 3 9/5)734 
Initial payments on delivery $ 609,383 $ 166.26 $ 619,492 S1155:82 
Adjustment payments 133,753 36.49 80,732 20.31 
Interim payment 100,481 27.41 Olpgs3 15.58 
Final payment 38,376 10.47 45,542 11.45 
Rebate on producer cars 45 0.01 iS 0.00 
Total Distribution $ 882,038 $ 240.64 $ 807,714 $ 203.16 


The Canadian Wheat Board 


Barley Pool 


Crop year (O00's) 


2000-01 1999-2000 
Total Per Tonne Total Per Tonne 
Statement of Pool Operations 
Receipts (tonnes) 454 073 671 703 
Revenue (Note 17) $ 63,175 $ 139.13 $ 90,262 $ 134.38 
Operating Costs 
Direct costs 
Country elevator carrying charges 
- Financing 276 0.60 44] 0.66 
- Storage 1,466 323 1,639 2.44 
Terminal storage oy aa 0.47 781 Ale 
Net Demurrage (Despatch) 1,762 3.88 (9) (0.01) 
Additional freight : 
- To terminals 16 0.04 255 0.38 
- Freight rate changes (84) (0.19) (127) (0.19) 
Drying 27 0.06 28 0.04 
CWB hopper cars 75 0.17 95 0.14 
Total direct costs 3,751 8.26 3,103 4.62 
Administrative expenses (Note 18) 1,511 3.32 1,816 2.70 
Grain industry organizations 35 0.08 48 0.07 
Net interest earnings (6,409) (14.11) (5,308) (7.90) 
Total Operating Costs (1,112) (2.45) (341) (0.51) 
Earnings for Distribution $ 64,287 $ 141.58 $ 90,603 $ 134.89 
Statement of Distribution 
Pool Account 
Receipts (tonnes) 454 073 671 703 
Initial payments on delivery $ 46,153 $ 101.64 $69,773 $ 103.88 
Adjustment payments 12,736 28.05 12,496 18.60 
Interim payment 3,190 7.03 4,702 7.00 
Final payment 2,203 4.85 3,627 5.40 
Rebate on producer cars 5 0.01 5 0.01 
Total Distribution $ 64,287 $ 141.58 $ 90,603 $ 134.89 
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Crop year (000's) 1999-2000 
Total Per Tonne Total Per Tonne 
Statement of Pool Operations 
Receipts (tonnes) 2 273 488 P) (Soi SVLT/ 
Revenue (Note 17) $ 458,672 $ 201.75 $ 482,439 $ 188.85 
Operating Costs 
Direct costs 
Country elevator carrying charges 
- Financing 2,126 0.93 Wai 0.64 
- Storage 4,097 1.80 3s 1.38 
Terminal storage (190) (0.08) 40 0.02 
Net Demurrage (Despatch) (113) (0.05) (29) (0.01) 
Additional Freight - Freight rate changes 85 0.04 (152) (0.06) 
CWB hopper cars 375 0.17 362 0.14 
Total direct costs 6,380 2.81 5,382 Daal 
Administrative expenses (Note 18) 7,17 3.26 6,893 DTK) 
Grain industry organizations 260 0.11 184 0.07 
Net interest earnings (2,346) (1.03) (4,382) (7) 
Total Operating Costs 11,711 5.15 8,077 3.16 
Earnings for Distribution $ 446,961 $ 196.60 $ 474,362 $ 185.69 
Statement of Distribution 
Pool Account 
Receipts (tonnes) 2 273 488 PL ISSA! S/T 
Initial payments on delivery $ 363,394 $ 159.84 $ 377,849 $ 147.9] 
Adjustment payments 43,368 19.08 SW, POS) DD. SS) 
Interim payment 14,213 6.25 16,669 Oras 
Final payment 10,412 4.58 OR2O8 4.03 
Producer contract storage payments 15,574 6.85 1273842 4.83 
Total Distribution $ 446,961 $ 196.60 $ 474,362 $ 185.69 


The Canadian Wheat Board 


Statement of Payment Option Program Operations 


Wheat Program 


Fixed Price Contract/Basis Price Contract 


(000's) a ee ee ; Total Per Tonne 

Receipts (tonnes) Ai VS 

Revenue 

Pool returns paid to the program $ 4,163 $ 196,95 

Net hedging activity D'S: 10.08 

Liquidated damages 36 1.70 

Total Revenue 4,412 208.73 

Expense 

Contracted amounts paid to producers 4,027 190.5] 

Net interest 42 1.98 

Administrative expense 216 10.22 
4,285 202.71 

Net Surplus on Program Operations (Note 14) 1/27 $ 6.02 


Barley Program 


Early Payment Option 


(O00's) Total Per Tonne 

Receipts (tonnes) [Oi Q5s 

Revenue 

Program discount $ 398 $ 2.08 

Liquidated damages 12 0.06 
410 2.14 

Expense 

Net hedging activity 136 0.71 

Net interest 56 0.29 

wisi ois sd Oe ne a eee 
192 1.00 


i  ——————— 


Net Surplus on Program Operations (Note 14) $ 218 $1.14 
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Statement of Cash Flow 


For the year ended July 31 (O00's) 2001 2000 
Increases (Decreases) of cash during the year 
Cash Flow from Operating Activities 
Received from sale of grain $ 4,227,675 $ 4,504,817 
Pool operating costs (170,251) (181,224) 
Producer payment option programs operations 209 = 
Add non-cash items 
Depreciation on CWB hopper cars 2,836 2,870 
Depreciation on other capital assets 7,776 8,875 
Cash flow from operating activities before changes in working capital 4,068,245 4,335,338 
Changes in non-cash working capital 2 ae 2 iG 
Accounts receivable, excluding credit sales (180,062) (205,935) 
Inventory of grain 186,423 (76,480) 
Deferred and prepaid expenses (13,251) 16,374 
Accounts payable and accrued expenses 5,913 oil 
Liability to agents (264,292) 99,988 
Liability to producers for outstanding cheques (190,473) 51,280 
Provision for producer payment expenses ~ (1,191) 26 
Special account (56) (683) 
3,611,256 4,221,719 
Cash Flow from Financing Activities 
Increase in borrowings 380,767 495,340 
380,767 495,340 
Cash Flow from Investing and Other Activities 
Accounts receivable - credit programs 27,638 (331,342) 
Purchase of capital assets _ (2,840) (4,950) 
Proceeds from sale of capital assets 315 521 
— 25,113 (335,771) 
Cash Distributions oe 
Prior year undistributed earnings (301,325) (359,020) 
Current year distributions prior to July 31 (3,711,784) (4,022,268) 
Non-pool producer payment option payments (4,027) - 
(4,01 7,136) (4,381,288) 
Net Increase in Cash and Cash Equivalents - - 
Net Cash Position at Beginning of Year - 
Net Cash Position at End of Year $ $ 
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Statement of Administrative Expenses 


For the year ended July 31 (O00's) 2001 2000 
CWB Costs 

Board of Directors $ 1,185 $ 1,178 
Computer contractors 3,081 4,120 
Computer maintenance and services 6,187 4,376 
Communications 1,056 719 
CWB publications 775 HA 
Farmer permits, contracts & payments 741 601 
Facilities 1,741 1,669 
Office services 2,621 BUS. 
Human resources 32,898 30,580 
Training 654 457 
Recruitment 300 321 
Other 691 642 
Professional fees and outside services 2,730 po A, 
Taxes 343 400 
Travel 1,510 1,496 
56,513 51,452 
Depreciation 7,776 8,875 
64,289 60,327 

Special Expenses 
Trade actions 1,091 7133 
Director elections 583 70 
Reorganization Costs (75) 2,583 
1,599 3,386 
Total Administrative Expenses (Note 18) $ 65,888 SroeW/ 3 
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The Canadian Wheat Board (the Corporation) was established by 
the Canadian Wheat Board Act, a statute of the Parliament of 
Canada. On June 11, 1998, Bill C-4, An Act to Amend the 
Canadian Wheat Board Act continued the Corporation as a shared 
governance corporation, without share capital, effective December 
Bi), IOVS. 


The Corporation was created for the purpose of marketing, in an 


orderly manner, in inter-provincial and export trade, grain grown in 


Results of Operations 


The financial statements at July 31 include the final operating results 
for all pool accounts and programs for the crop year ended July 31, 
where marketing operations have been completed before the 
issuance of the annual report for that year. In determining the 
financial results for such pools and programs, the accounts of the 
Corporation at July 31 include: 


Revenue - Revenue from grain sales recognized in the accounts at 
the time that shipment is made, at the equivalent value of the 
proceeds receivable at Vancouver, Churchill or St. Lawrence position. 


Inventory - Inventory of grain on hand at July 31 at the values that 
were ultimately expected to be received as sale proceeds. 


Expenses incurred subsequent to July 31 - Provision for all expenses 
incurred or to be incurred in the process of marketing these invento- 
ries of grain including a charge for the portion of administrative 
expenses incurred subsequent to July 31 but relating to this 
marketing activity. Expenses related to marketing activities carried out 
subsequent to July 31 are included in accounts payable and accrued 
expenses. The expenses included are carrying charges, transporta- 
tion charges, and administrative costs, together with all other sundry 
expenses incurred during the period. 


Liability to producers - Balances not yet distributed to producers at 
July 31 where marketing operations have been completed for the 
current pool accounts are included in Liability to producers. 


Allowances for Losses on Accounts Receivable 


Accounts receivable from credit programs - The Government of 
Canada guarantees the repayment of the principal and interest of all 
receivables resulting trom sales made under the Credit Grain Sales 
Program, and a declining percentage, based on the repayment term 
of the credit, of all receivables resulting from sales made under the 
Agri-food Credit Facility. The Corporation assumes the risk not covered 
by the Government of Canada. For receivables resulting from credit 
sales made outside of the Credit Grain Sales Program and the Agri- 
food Credit Facility, the Corporation may enter into arrangements with 
commercial banks who will assume the credit risk without recourse. 


Accounts receivable from non-credit sales - Shipments are made 
pursuant to the receipt of appropriate letters of credit issued by com- 
mercial banks that guarantee the receipt of funds by the Corporation. 


Accounts receivable from advance payment programs - The 
Government of Canada guarantees the repayment of the principal 
amount due from producers resulting from cash advances made 


Western Canada. The Corporation is headed by a Board of 
Directors, comprised of 10 producer-elected and five government- 
appointed members. The Corporation is accountable for its affairs to 
both western Canadian farmers through its elected Board members 
and to Parliament through the Minister responsible for the Canadian 
Wheat Board. 


The Corporation is exempt from income taxes pursuant to Section 
149(1)(d) of the Income Tax Act. 


under the Agricultural Marketing Programs Act, and the Spring Credit 


Advance Program. 


As a result of these guarantees and arrangements, no provision is 
made with respect to the possibility of debtors defaulting on their 
obligations. 


Capital Assets and Depreciation 


Capital assets are recorded at cost and depreciated on a straight 
line method over their expected useful life as follows: 


Asset Class Term (years) 
Computer equipment lto 5 
Computer systems development 2 to 10 
Automobiles 3 

Building and office improvements 3 

Office furniture and equipment 10 

Hopper cars 30 

Building 40 


Leasehold improvements Term of lease 


Translation of Foreign Currencies 


All monetary assets and liabilities denominated in foreign currencies 
are translated into Canadian dollars at exchange rates prevailing on 
the balance sheet date. The Corporation hedges its United States 
dollar assets and liabilities on a portfolio basis. Exchange adjust- 
ments arising from the translation of foreign currency denominated 
assets or liabilities are recognized in the period in which they occur, 
as a component of revenue. Borrowings in currencies other than the 
Canadian or United States dollar are hedged by foreign exchange 
contract agreements and are converted into Canadian or United 
States dollars at the rates provided therein. 


Sales contracts denominated in foreign currencies are hedged by 
foreign exchange forward contracts. Forward exchange contracts are 
translated into Canadian dollars at the rates provided therein. These 
amounts are recorded in revenue as an adjustment to the underlying 
sales transactions. 


Other income and expenses are translated at the daily exchange 
rates in effect during the year. 


Derivative Financial Instruments 


The Corporation uses various types of derivative financial instru- 
ments such as currency and interest rate swaps, foreign exchange 
forward and option contracts and commodity future and option 


The Canadian Wheat Board 


contracts in order to manage its exposure to currency, interest rate 
and commodity price risks. These instruments are designated as 
hedges and are only used for risk management purposes. 


Interest rate contracts - Amounts to be paid or received under swap 
and forward contracts are recognized in the period in which they 
occur, as a component of net interest earnings. 


Currency exchange contracts - Amounts to be paid or received under 
currency exchange contracts are recognized in the same pool 
account in which the related foreign currency transaction occurs, as 
a component of sales revenue. 


Commodity contracts - Amounts to be paid or received under wheat 
future and option contracts are recognized in the same pool account as 
the related sale that is being hedged, as a component of sales revenue. 


Net Interest Earnings 


Net interest earnings includes interest revenue and expenses related to 
accounts receivable and borrowings, bank charges, transaction and 
program fees on borrowing facilities and interest earned on each pool 
account during the pool period and until final distribution of earnings 
to producers. Interest revenue and expenses are netted which is consis- 
tent with the requirement under the Canadian Wheat Board Act that 
such amounts be treated as charges or recoveries of operating costs. 


Employee Future Benefits 


Employees of the Corporation are entitled to specified benefits 
provided upon retirement or termination. 


Pension Plan - Employees participate in the Public Service 
Superannuation Act pension plan, which is a multi-employer defined 
benefit plan, administered by the Government of Canada. The 
Corporation matches employees’ contributions for current or prior 
service. These contributions are expensed during the year in which 
the services are rendered and represent the total pension obligation 
of the Corporation. 


Other Post-Employment Benefits - During fiscal 2001, the 
Corporation prospectively adopted the accounting recommendations 
of the Canadian Institute of Chartered Accountants (CICA) 
Handbook Section 3461, Employee Future Benefits. The Corporation 
accrues its obligations under employee benefit plans and the related 
costs, net of plan assets over the periods in which the employees 
render services in return for the benefits. The Corporation has 
adopted the following policies: 


> The cost of post-employment benefits earned by employees is 
actuarially determined using the projected benefit cost method 
prorated on service and management's best estimate of salary 
escalation, retirement ages of employees and expected health 
care costs. Post-employment benefits include health care, life 
insurance, long service allowance, unused sick leave accumulated 
prior to 1988, and unused vacation accumulated prior to 1996. 


> The transitional obligation as at July 31, 2000 is $13,685,546 
and is being amortized over the Average Remaining Service 
Period (ARSP) which is 15 years. 


2001 2000 


Credit Grain Agri-food 
(000's) Sales Program Credit Facility Total Total 
Due from Foreign Customers 
Current $ 228,370 $ 84,960 $ 313,330 $ 466,384 
Overdue 828,140 - 828,140 756,350 
Subject to Paris Club rescheduling 12,558 - 12,558 233,511 | 
Rescheduled 5,971,401 - 5,971,401 5,692,906 
7,040,469 84,960 7,125,429 7,149,151 
Due from Government of Canada 53,924 - 53,924 57,840 
$ 7,094,393 $ 84,960 Selling oos $ 7,206,991 
Emm a I SSS DS SSDS SESS SI ST ST ILO EI PINT EL DIED ILL LEIA D EL DEAR LAT TE EE ILE LATEST 
Credit Risk 
Guaranteed by Government of Canada $ 7,094,393 $ 83,261 $ 7,177,654 $ 7,205,664 
Assumed by the Corporation - 1,699 1,699 1,327 
$ 7,094,393 $ 84,960 $17,179,353 $ 7,206,991 


eee aes 


Accounts receivable balances are classified under the following 
applicable credit programs: 


Credit Grain Sales Program 


Accounts receivable under this program arise from sales to Algeria, 
Brazil, Egypt, Ethiopia, Haiti, Iran, Iraq, Jamaica, Pakistan, Peru, 
Poland, Russia and Zambia. Of the $7,040,468,948 principal and 
accrued interest due from foreign customers at July 31, 2001, 
$5,340,072,635 represents the Canadian equivalent of 
$3,484,549,844 repayable in United States funds. Of the 
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$7,085,830,625 principal and accrued interest due from customers 
at July 31, 2000, $5,317,386,143 represents the Canadian equiva- 
lent of $3,575,915,362 repayable in United States funds. 


Overdue accounts receivable at July 31, 2001 represent amounts 
due from Iraq where payments for past credit sales had not been 
received on due dates and were still outstanding at year end. 


Through a forum known as the Paris Club, the Government of 
Canada and other creditors have periodically agreed to extend 
repayment terms beyond the original maturity dates or to reduce the 


47 


Notes to the Financial Statements 


principal owed by a debtor country. All members of the Paris Club 
are obligated to grant the debtor country the same treatment. Under 
terms agreed to by the Government of Canada at the Paris Club, the 
Corporation has entered into agreements to reschedule certain 
receivables beyond their original maturity dates for Algeria, Brazil, 
Egypt, Ethiopia, Haiti, Jamaica, Pakistan, Peru, Poland, Russia and 
Zambia. The terms for these reschedulings vary, calling for payment 
of interest and rescheduled principal for periods ranging from five to 
twenty-five years. 


Also under terms agreed to by the Government of Canada at the 
Paris Club, the Corporation will be entering into an agreement with 
Pakistan to reschedule certain receivables totaling $12,558,225 at 
July 31, 2001 beyond their original maturity dates. 


In addition to debt rescheduling by means of extending repayment 
terms, the Government of Canada has agreed to reduce the debt 
owed to the Corporation by Ethiopia, Poland and Zambia. Under 
these debt reduction arrangements, amounts that otherwise would 
have been paid by the debtor government are paid to the 
Corporation by the Government of Canada. A total of $53,924,194 
was due from the Government of Canada as at July 31, 2001 under 
these debt reduction agreements. Of this amount, $27,305,652 rep- 
resents the Canadian equivalent of $17,817,717 that will be 
repayable in United States funds. 


There is no allowance for losses, as the Government of Canada 
guarantees repayment of the principal and interest of the credit 
receivables under this program. 


Agri-food Credit Facility 


Accounts receivable under this facility arise from sales to customers 


in China, Indonesia, Mexico, South Korea and Peru. The July 31, 
2001 balance of $84,960,338 principal and accrued interest due 
under the Agri-food Credit Facility (ACF) represents the Canadian 


equivalent of $55,439,046 repayable in United States funds. The 
July 31, 2000 balance of $63,320,529 principal and accrued 
interest represents the Canadian equivalent of $42,582,736 
repayable in United States funds. 


There have been no ACF defaults to date and there are no outstand- 
ing ACF balances that are overdue. Management considers this 
balance collectable in its entirety therefore there is no allowance for 
credit losses. 


Fair Value 


All accounts receivable resulting from sales made under credit 
programs as at July 31, 2001 have contractual interest rate repricing 
dates under 365 days. As a result of the short terms to repricing 
dates of these financial instruments, carrying values approximate the 
fair value. 


Maturities 


These accounts receivable mature as follows: 


(000's) 2001 2000 
Amounts due: 
Within 1 year $ 667,208 $ 749,573 
From 1 - 2 years 338,840 224,113 
From 2 - 3 years 440,136 331,051 
From 3 - 4 years 526,091 429,436 
From 4 - 5 years 597,622 BANS 
Over 5 years 3,769,568 4,203,053 
Overdue 839,888 756,350 
$ 7,179,353 $ 7,206,991 


2001 2000 
Agricultural Prairie Grain Spring Credit 
Marketing Advance Advance 
(000's) Programs Act Payments Act Program Total Total 
Due from Producers 
Principal balances outstanding $ 108,090 $ - $ 336,527 $ 444,617 $ 257,034 
108,090 - 336,527 444,617 257,034 
Due from (to) Government of Canada 
Recovery of interest costs on producers’ 
interest free portion of advances 2,517 - 2,563 5,080 3,083 
Amounts collected from producers and 
grain companies subsequent to reimbursement 
by Government of Canada (1,370) (134) - (1,504) (366) 
Interest on defaulted accounts collected from 
producers on behalf of Government of Canada (1,045) (39) (61) (1,145) (1,358) 
102 (173) 2,502 2,431 (1,359) 
$ 108,192 $ (173) $ 339,029 $ 447,048 $ 258,393 
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The Corporation administers the cash advance programs for wheat, 
durum and barley farmers in Western Canada on behalf of the 
Government of Canada. The Government guarantees the repayment 
of advances made to farmers therefore the corporation is not 
exposed to credit risk. The Corporation recovers its costs of adminis- 
tering the programs from the Government. 


The Government of Canada introduced the Agricultural Marketing 
Programs Act in 1997 to provide farmers with cash flow by 
advancing money for grain stored on the farm. This program 
replaced a previous Government of Canada program under the 
Prairie Grain Advance Payments Act. The Government of Canada 
pays interest on advances up to $50,000, and the producer pays 
interest on any amounts in excess of $50,000. 


The Government of Canada introduced the Spring Credit Advance 
Program in the spring of 2000 to assist farmers with spring seeding 
costs. The program enables producers to receive up to $20,000 with 
interest paid by the Government of Canada. Any balances outstand- 
ing under the program will reduce the interest-free and maximum 
entitlements available to the producer in the fall of 2000 under the 
Agricultural Marketing Programs Act. 


Cash advances issued during the year by the Corporation under 
these programs totalled $956,334,864, including $611,736,223 
issued under the Agricultural Marketing Programs Act and 

$344,598,641 issued under the Spring Credit Advance Program. 


Inventory of grain at July 31 is reported at values ultimately expected 
to be received as sale proceeds as follows: 


(000's) 2001 2000 
Wheat $ 507,421 $ 691,068 
Durum 421,549 369,403 
Barley 2,690 31,206 
Designated Barley 64,144 90,550 

$ 995,804 Se 2227, 


(000's) 


Prepaid cost of moving inventory 

to eastern export position $ 14,733 $ 12,320 
Purchase and lease-renewal 

options on leased hopper cars 4,860 By ewe 
Deposits on commodity 

margin accounts 3,516 3,692 
Other 1,097 2,946 
Net results of commodity hedging 

activities applicable to 

subsequent pool accounts (2,997) (16,137) 

$ 21,209 $ 7,958 


2000 


2001 
(000's) Accum. Net Book Accum. Net Book 
Cost Deprec. Value Cost Deprec. Value 


a 


Computer systems development $ 45,537 $ 14,380 SiS l57, $ 45,025 $ 9,390 $ 35,635 
Hopper cars 84,715 60,712 24,003 85,258 58,260 26,998 
Computer equipment 14,253 11,743 2,510 12,816 10,017 2,799 
Furniture & equipment 4,815 3,278 1,537 4,737 PL YP 1,765 
Land, building and improvements 7,648 7,054 594 7,563 6,752 811 
Automobiles 556 138 418 509 168 341 
Leasehold improvements 195 153 42 139 139 

$ 157,719 $ 97,458 $ 60,261 $ 156,047 $ 87,698 $ 68,349 


Leen eae aaaeaacaaaaaaaaaaaaaaaaaaaaaaaaaaaaaaaal 


Two thousand hopper cars were purchased by the Corporation in 
1979-80 having an original cost of $90,555,620. Of these 2,000 
cars, 129 cars have been wrecked and dismantled, leaving 1,871 
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still in the fleet. The Corporation is reimbursed for destroyed cars 
under an operating agreement with the Canadian National Railway. 


Notes to the Financial Statements 


The Corporation issues debt in world capital markets. The 
Corporation's borrowings are undertaken with the approval of the 
Minister of Finance. The borrowings are unconditionally and irrevo- 
cably guaranteed by the Minister of Finance on behalf of Her 
Majesty in right of Canada through an explicit guarantee included in 
the Canadian Wheat Board Act. 


Short-term borrowings consist of commercial paper issued by the 
Corporation in the Canadian, United States and Euro markets and 
bank loans with maturities less than one year. All foreign exchange 
risk is eliminated through the use of derivatives. The Corporation 
uses currency swaps and forward contracts in the same notional 
amounts for each of the respective currencies and respective terms. 


Medium-term borrowings are notes issued in the Euro Medium 
Term Note market with an original term to maturity exceeding one 
day, but less than 10 years. The majority of medium-term notes 
are structured securities where interest and/or principal are linked 
to fluctuations in currency rates and other market references. 
Some notes may also be called prior to maturity by the 
Corporation. The Corporation uses swap contracts to eliminate 
currency risk and minimize interest rate risk associated with 
medium-term borrowings. These contracts ensure that the CWB 
will receive proceeds from the swap to meet all principal and 
interest payments of the note, ultimately creating a floating rate 
obligation similar to the CWB's short-term borrowings. 


(000's) Effective Interest Rate 2001 2000 
(%) 

Short-term borrowings 3.03 - 6.79 $ 7,691,161 $ 6,655,900 

Medium-term borrowings BF] = 5), 110) 229,315 576,29) 

Accrued interest e 56,283 93,836 

Total borrowings 3.03 - 6.79 7,976,759 TSZOO2n 

Less investments 3.90 - 4.30 (331,783) (61,818) 

Net borrowings 3.03 - 6.79 $ 7,644,976 $ 7,264,209 

Of the net borrowings at July 31, $5,634,260,258 represents the $5,503,964,457 represents the Canadian equivalent of 

Canadian equivalent of $3,676,515,666 that will be repayable $3,701,388,337 repayable in United States funds. 

in United States funds. Of the net borrowings at July 31, 2000, 

These borrowings mature as follows: 

(000's) 2001 2000 

Amounts due: 

within 1 year $ 7,762,320 $ 7,121,486 

from 1 - 4 years - - 

from 4 - 5 years S7,237 - 

over 5 years 176,902 204,541 
$ 7,976,759 $ 7,326,027 


All borrowings have contractual interest rate repricing dates under 365 days. As a result of the short term to maturity of these financial instru- 


ments, carrying values approximate the fair value. 


(000's) 2001 2000 
Accounts payable and accrued liabilities $ 39,012 $ 32,799 
Expenses incurred subsequent to July 31 for marketing activities on behalf of the current year pool accounts 74,175 70,466 
Deferred sales revenue 25,700 2) UN 

$ 138,887 $132,975 


SEE SST SE ES ORT SET SST SI 7ST ET 2 EI LE I ED SE OTST SBE EER SELEY DE II EET LE LITLE TEE ELE LT PEELE TE EE LE EO OE EEE TEE OTE EEL STEP LEIS ET EE OSL T SL 
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(000's) 2001 2000 
Grain purchased from producers $ 526,666 $ 789,428 
Deferred cash tickets 67,553 69,083 

$ 594,219 $ 858,511 


Grain Purchased from Producers 


Grain companies, acting in the capacity of agents of the Corporation, 
accept deliveries from producers at country elevators and pay the 
producers on behalf of the Corporation based on the initial payment 
rates that are in effect at the time. The Corporation does not make set- 
tlement for these purchases until the grain is delivered to the 
Corporation by the agents at terminal or mill position. The liability to 


Of the undistributed earnings to producers totaling $341,476,449 at 
July 31, 2001 (2000 - $301,325,339), $233,948,582 
(2000 - $148,756,397) was distributed to producers in an interim 


Ree 


The amount of $4,768,940 (2000 - $5,960,386) represents the 
balance of the reserve for producer payment expenses of pool 
accounts that have been closed. Six years after particular accounts 


Se See 


agents for grain purchased from producers represents the amount 
payable by the Corporation to its agents for 2 892 020 

(2000 - 4 665 537) tonnes of grain on hand at country elevator points 
and in transit at July 31 for which delivery to and settlement by the 
Corporation is to be completed subsequent to the year end date. 


Deferred Cash Tickets 


Grain companies, acting in the capacity of agents of the 
Corporation, deposit in trust with the Corporation an amount 
equal to the value of deferred cash tickets issued to producers 
for Corporation grain. The Corporation returns these funds to 
the grain companies to cover producer-deferred cash tickets 
maturing predominantly during the first few days of the 
following calendar year. 


es pteange: es 


payment on November 7, 2001. The balance of $107,527,867 
(2000 - $152,568,942) will be distributed to producers through final 
payments and producer car rebates. 


have been closed, the remaining reserves for these pools may be 


transferred to the Special Account upon authorization of the 
Governor in Council. 


In accordance with the provision of Section 39 of the Canadian 
Wheat Board Act, the Governor in Council may authorize the 
Corporation to transfer to a Special Account the unclaimed balances 
remaining in payment accounts which have been payable to 
producers for a period of six years or more. In addition to providing 


for payment of proper claims from producers against these old 
payment accounts, the Section further provides that these funds shall 


be used for purposes as the Governor in Council, upon the recom- 
mendation of the Corporation, may deem to be for the benefit of 
producers. The activity in the Special Account is comprised of: 


(000's) 2001 2000 
Beginning of year $ 3,337 $ 4,020 
Transfer from payment accounts 2,037 902 
Expenditures (2,080) (s)) 
Payments to producers against old payment accounts (13) (12) 
End of year $ 3,281 Sh Ske 


0 ea, 


Ending balance comprised of: 
Unexpended authorizations 


Not designated for expenditure 


1,927 7 
1,354 1,606 
$ 3,281 ny cehicoesy// 


During the year ended July 31, 2001, the balance from payment accounts for 1993 Wheat, 1993 Durum, 1992 Designated Barley and 1993 
Designated Barley were transferred to the Special Account under Order-in-Council RC. 2001-822. 
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Notes to the Financial Statements 


The program expenditures during the 2000-01 crop year are detailed as follows: 


(000's) Unexpended Unexpended 
at beg. of yr Authorized Expended Expired at end of yr 
Market development program $ 265 $ - $ (131) $ - $ 134 
Scholarship program 24 376 (360) - 40 
Canadian International Grains Institute 
Capital expenditures WW 125 (94) - 143 
Test Baking Facility - 400 23 - 423 
Agribusiness Chair - University of Manitoba - Sia (75) - 300 
Automated Quality Testing 1,330 - (580) - 750 
Canadian Malting Barley Technical Centre - 1,000 (863) - 137 
8) 1781 % 22VE $ (2,080) $ - SU P27 


The Corporation has implemented delivery contract options and 
payment alternatives to producers. The Fixed Price Contract/Basis 
Price Contract (FPC/BPC) provides producers with the opportunity to 
lock in a fixed price or basis for all or a portion of their grain prior to 
the beginning of the crop year. Full payment for the grain is received 
immediately after delivery and the producer is not eligible for other 
payments from the pool account. The Guaranteed Delivery Contract 


(GDC) with Early Payment Option (EPO) provides the producer with a 
greater portion of their expected final pool price at time of delivery, 
while still eligible for other payments from the pool account. 


The surplus or deficit arising from the operation of these programs is 
transferred to a contingency fund so that net operating results will not 
impact the pool accounts. The contingency fund balance at July 31, 
2001 is detailed as follows: 


Wheat Barley 2001 
(000's) FPC/BPC GDCEPO Total 
Opening balance, beginning of year $ - $ - $ - 
Surplus from program operations W227 218 345 
Closing balance, end of year SS 27 $ 218 $ 345 


The Corporation leases 1,750 hopper cars (2000 - 2,000 cars) for 
the Government of Canada. All lease costs to the end of the 
original lease periods are recoverable from the government and are 
not charged to the pool accounts. Total payments associated with 
these leases in the year ended July 31, 2001, amounting to 
$17,686,168 (2000 - $20,953,717) have been recovered by the 
Corporation. Lease terms are for 25 years, expiring in 2006. 


In 1995, the Corporation purchased an option to extend the lease 
agreement on 250 of the above noted hopper cars for a five-year 
term at a bargain lease rate. Effective October 1, 2000, the 
Corporation exercised this right. The lease payments under this lease 
extension are not recoverable from the Government of Canada and 
will be paid directly by the pool accounts. The cost of the option is 
being amortized over the term of the five-year extension, beginning 
October 2000. 


acquire 1,550 of the original 2000 cars at the end of the lease term 
in 2006. Of the 1,550 cars covered by the option, 66 have been 
wrecked and dismantled, leaving 1,484 cars, which may be 
purchased at a total cost of $17,530,384 in United States dollars. 
The cost of these options is recorded in deferred and prepaid 
expenses. 


The Corporation has entered into operating leases for premises and 
office equipment. Lease terms are for periods ranging from one to 
six years, expiring between September 2001 and February 2005. 
The Corporation has the option to renew most of these leases for 
additional terms ranging from one to three years. Total lease 
payments for premises and office equipment expensed in the year 
ended July 31, 2001 were $1,128,252 (2000 - $1,080,791). 
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Lease costs on premises and office equipment are charged to administrative expenses. Commitments under operating leases are as follows: 


Premises & Office 


eee 


2002 
2003 
2004 


2005 
2006 
After 2006 


Hopper Cars Equipment 
(US$) (Cdn$) 

$ 456 $ 749 

456 342 

456 108 

456 B2 

76 z 


The Corporation enters into interest rate hedging transactions to 
manage its funding costs and to implement asset/liability manage- 
ment strategies. These transactions are designed to reduce exposure 
to mismatches in revenue and expenses resulting from currency and 
interest rate fluctuations. These transactions include interest rate 
swap contracts, cross-currency interest rate swap contracts and 
foreign exchange swap contracts. 


The Corporation also transacts foreign exchange forwards and 


swaps with financial institutions with the objective of hedging 
currency exposure arising primarily from grain sales. By hedging the 
currency exposure, risk arising from adverse currency movements is 
reduced. 


As at July 31, the total notional amount of these off balance sheet 
financial instruments, all either maturing or rate re-setting within one 
year, is as follows: 


SRE NE SE ESI SIT STIS ED ELLIE LOSE ES IPE ELIA ELLIE LO FOIE IE DEY LIAN EE EE EI Ig 2 IEE GEE 


2001 2000 
(000's) Notional Notional 
Amounts Fair Value Credit Risk Amounts Fair Value Credit Risk 
Interest rate contracts 
Single-currency int. rate swaps $ 253,016 $ (1,610) $112 $ 753,314 $ (7,206) $ 461 
Cross-currency int. rate swaps 206,328 (1,945) 10,342 204,541 (11,472) Sy oho) 
459,344 (3,555) 10,454 957,855 (18,678) 6,056 
Foreign exchange contracts 
Forwards 721,443 855 2,259 546,278 (4,263) 120 
Swaps 1,256,408 3,839 6,827 85,634 (3,356) - 
1,977,851 4,694 9,086 631,912 (7,619) 120 
$ 2,437,195 $ 1,139 $ 19,540 Se Oo eg LO $ 26,297 $ 6,176 


The fair value of interest rate contracts refers to the net present value 
of expected future cash flows based on current market rates. These 
values have been derived using various methodologies including net 
present value analysis and quoted market prices where available. 
The fair value of foreign exchange contracts refers to the market 
value of forward contracts. These estimates of fair value are exten- 
sively affected by the assumptions used and as such, should not be 
interpreted as realizable values in an immediate settlement of the 
instruments. 


Credit risk is the risk of financial loss occurring as a result of default 
by a counterparty on its obligations to the Corporation. A positive 
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fair value indicates the Corporation's exposure to counterparty credit 
risk. The Corporation manages its exposure to credit risk by contract- 
ing only with financial institutions having a credit rating that 
complies with the financial risk management guidelines approved by 
the Department of Finance. Master netting agreements are used to 
reduce the credit risk from potential counterparty default. The largest 
notional amount contracted with any institution as at July 31, 2001 
was $425,210,046 (2000 - $464,632,481) and the largest credit 
risk with any institution as at July 31, 2001 was $773,394 

(2000 - $3,239,206). 
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1999-00 


2000-01 
(O00's, except tonnes) Tonnes Amount Tonnes Amount 
Wheat 
Disposition of grain 
Shipped prior to July 31 13,579,509 $ 2,640,882 15,360,608 $ 2,887,478 
Shipped subsequent to July 31 1,234,027 234,529 1,536,091 285,434 
Weight losses in transit and drying 777 - 764 - 
Total disposition of grain 14,814,313 2,875,411 16,897,463 S22 
Add grain sold to subsequent pool account 1,430,773 272,892 2,241,631 405,634 
Gross sales 16,245,086 3,148,303 19,139,094 3,578,546 
Less sales used to value prior pool account (2,241,631) (405,634) (2,649,485) (528,319) 
14,003,455 2,742,669 16,489,609 3,050,227 
Deduct cost of grain purchased from other than producers (42,816) (6,733) (62,773) (10,587) 
Revenue 13,960,639 $ 2,735,936 16,426,836 $ 3,039,640 
Durum 
Disposition of grain 
Shipped prior to July 31 3,391,948 $ 844,489 3,516,885 $ 791,720 
Shipped subsequent to July 31 PP eT/T/|| 71,816 355,049 76,25) 
Weight losses in transit and drying 1,186 - 1,362 - 
Total disposition of grain 3,665,905 916,305 3,873,296 867,971 
Add grain sold to subsequent pool account 1,350,461 349,733 W332 A5 293,152 
Gross sales 5,016,366 1,266,038 5,205,441 1,161,123 
Less sales used to value prior pool account (1,332,145) (293,152) (1,203,801) (264,045) 
3,684,221 972,886 4,001,640 897,078 
Deduct cost of grain purchased from other than producers (18,878) (2,995) (25,906) (4,602) 
Revenue 3,665,343 $ 969,891 8) VAS), Ley) $ 892,476 
Barley 
Disposition of grain 
Shipped prior to July 31 608,157 $ 83,680 560,992 $ 75,749 
Shipped subsequent to July 31 6,623 1,004 65,334 8,406 
Weight losses in transit and drying 168 - - - 
Total disposition of grain 614,948 84,684 626,326 84,155 
Add grain sold to subsequent pool account 10,728 1,686 167,357 22,800 
Gross sales 625,676 86,370 793,683 106,955 
Less sales used to value prior pool account (167,357) (22,800) (121,893) (16,677) 
458,319 63,570 671,790 90,278 
Deduct cost of grain purchased from other than producers (4,246) (395) (87) (16) 
Revenue 454,073 $ 63,175 671,703 $ 90,262 
Designated Barley 
Disposition of grain 
Shipped prior to July 31 2,195,671 $ 439,843 DB9,092 5 SH NGO) 
Shipped subsequent to July 31 224,869 45,843 B22. SZ 45,697 
Weight losses in transit and drying - - - - 
Total disposition of grain 2,420,540 485,686 2,361,404 444,887 
Add grain sold to subsequent pool account 93,390 18,301 236,896 44,853 
Gross sales 2,513,930 503,987 2,598,300 489,740 
Less sales used to value prior pool account (236,896) (44,853) (42,741) (7,168) 
2,277,034 459,134 2,555,559 482,572 
Deduct cost of grain purchased from other than producers (3,546) (462) (982) (133) 
Revenue 2,273,488 $ 458,672 2,554,577 $ 482,439 
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(000s) 


2001 2000 


—_—$—$——— eee 


Administrative expenses for fiscal year ended July 31 


Current fiscal year's expense related to administration of the prior year's pool accounts 

Subsequent fiscal year's expense related to administration of the current year's pool accounts (estimated) 
Provision for expenses related to administration of the producer payment accounts 

Prior fiscal year's expense related to administration of the current year's payment option programs 
Current fiscal year's expense related to administration of the payment option programs 


Current fiscal year's expenses related to administration of the subsequent year's payment option programs 


Allocated to current pool accounts 


$ 65,888 $ 63,713 
(21,219) (20,656) 
22,256 21,219 

(317) (314) 
191 E 
(216) : 
(148) (191) 
$ 66,435 $ 63,771 


SSS LE I TE SE TE EE PEE TELE EL IESE DE IPE OLESEN EEE ISL PLE ELI ILE LE ELL LE LIEGE EEE AA 


Allocated as follows: 
Wheat 
Durum 
Barley 
Designated Barley 


$ 45,545 $ 44,328 
11,962 10,733 
501 1,816 
7AI7 6,894 

$ 66,435 $ 63,771 


The administrative expenses reported in the financial statements are 
the expenses incurred during the fiscal year ended July 31. 
Administrative expenses, except for that portion of such expenses 
attributable to distributing final payments to producers and incre- 
mental costs related to payment option programs, are allocated to 
each pool account on the basis of relative tonnage. The expenses 
allocated to the current pool accounts include an allocation of the 
estimated expenses associated with marketing the current crop 


Employee future benefits relate to the defined benefit plan and the 
other post-employment benefits. 


Pension Plan 


The Corporation expensed $3,353,298 (2000 - $2,268,810) as its 
contribution to the pension plan. 


Other Post-Employment Benefits 


The following tables present information related to post-employment 
benefit plans provided by the Corporation including amounts 
recorded on the Balance Sheet and the components of the cost of 
net benefits for the period. 


The accrued benefit obligation, and resulting plan deficit, at July 31, 
2001, as determined by actuarial valuation, is $17,012,422. 
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beyond July 31. The administration expenses charged to the 
producer payment option programs include amounts deferred from 
the prior fiscal year that related to the administration of the current 
year's programs. The purpose is to ensure that the current pool and 
program accounts reflect the total cost of marketing and administra- 
tive activities that take place before, during and after the fiscal 
period August 1 to July 31. 


The accrued benefit liability included on the Corporation's Balance 


Sheet is: 
2001 

(000's) Total 
Accrued benefit obligation, beginning of year S13, 952 
Current service cost 582 
Interest cost 1,140 
Benefits paid (2,331) 
Amortization of transitional obligation 912 


Accrued benefits obligation, at measurement date 
— 
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The Corporation's expense with respect to other post-employment 


benefits is: 
(000's) 2001 
Current service cost $ 582 
Interest cost 1,140 
Amortization of transitional obligation 912 
Total post-employment benefit expense 

included in the Statement of Administrative Expenses $ 2,634 


The weighted-average assumptions at the measurement date used in 
the calculation of the Corporation's benefit obligation are shown in 
the following table: 


2001 
Total 
Discount rate 6.8% 
Rate of compensation increase 4.0% 


For measurement purposes, benefits provided are assumed to 
increase at a rate of 10% for 2001 grading down by 1% per year to 
an ultimate level of 3% per annum. 


Certain of the prior year's figures have been restated to conform with the current year's presentation. 
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Glossary of financial terms 


Cross-currency interest rate swap 


Currency swap 


Derivative financial instrument 


Fair value 


Foreign exchange forward 


Futures contract 
Hedge 

Liquidity 

Notional amounts 


Option 


Risk management 


Single currency interest rate swap 


Swap 
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a contractual agreement for specified parties to exchange principal, fixed and floating 
interest rate payments, in different currencies. Notional amounts upon which the interest 
rate payments are based are not exchanged. 


a contractual agreement for specified parties to exchange the cash flow of one currency 
for a fixed cash flow of another currency. 


a contract or security that obtains much of its value from price movements in a related or 
underlying security, future or other instrument or index. 

an estimate of the amount of consideration that would be agreed upon between two 
arm's length parties to buy or sell a financial instrument at a point in time. 


an agreement to buy and sell currency is simultaneously purchased in the spot market 
and sold in the forward market or vice-versa. 


a future commitment to purchase or deliver a commodity or financial instrument on a 
specified future date at a specified price. The futures contract is an obligation between the 
corporation and the organized exchange upon which the contract is traded. 


a risk management technique used to decrease the risk of adverse commodity price, 
interest rate or foreign exchange movements by establishing offsetting or risk-mitigating 
positions intended to reduce or minimize the corporation's exposure. 

having sufficient funds available to meet corporate obligations in a timely manner. 

a reference amount upon which payments for derivative financial instruments are based. 
a contract that grants the right, but not the obligation, to buy or sell a commodity or 
financial instrument at a specified price at a specific point in time during a specified 


period. 


the application of financial analysis and diverse financial instruments to the control and, 
typically, the reduction of selected types of risk. 


a contractual agreement for specified parties to exchange fixed interest rate payments for 
floating interest rate payments based on a notional value in a single currency. Notional 


amounts upon which the interest rate payments are based are not exchanged. 


a contractual agreement to exchange a stream of periodic payments with a counterparty. 


57 


Senior management’ (>), > 


‘ i — j } — 
j f = 


—/ —— ~ = a —— | — ao i 


The Executive Team 

(Left to Right) 

Gordon Menzie, Executive VP Finance and 
Treasurer; 


Greg Arason, President and CEO; 
Earl Geddes, VP Farmer Relations; 


Margaret Redmond, Executive VP 
Corporate Affairs; 


Brian Oleson, Senior Economist; 
Adrian Measner, Executive VP Marketing; 


Laurel Repski, VP Human Resources. 


Senior Management 

(Left to Right) 

Ward Weisensel, VP Transportation and 
Country Operations; 


Brian White, VP Commodity Analysis and 
Risk Management (as of September 2001); 


Graham Paul, VP Information Technology 
Services (as of September 2001); 


Jim McLandress, General Counsel (as of 
August 2001); 


Deborah Harri, Corporate Secretary (as of 
August 2001); 


Bill Spafford, VP Sales and Market 
Development; 


Brita Chell, VP Accounting (as of August 
2001); 


Larry Nentwig, VP Finance. 


The Senior Management Team works in General Counsel, Corporate Secretary senior management. A critical review 
partnership with the Board of Directors and the Director of Internal Audit. of these positions resulted in the con- 
to provide leadership and vision for the solidation of Transportation and 
CWB, based on the cornerstone of There have been a number of Country Operations. Margaret 
obtaining the best returns for farmers. changes since the beginning of the Redmond was appointed as the new 
Senior management is comprised of 2000-01 crop year, including four Executive Vice-President of Corporate 
the Executive Team, the Vice-Presidents, retirements and one resignation within Affairs in July 2001. 
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Senior Management Compensation 


2000-2001 1999-2000 
Actual Actual 

Senior Management Compensation 
Salaries $ 2,106,702 $ 2,670,314 
Benefits 1,004,460 875,068 
Total $ 3,111,162 $ 3,545,382 


Senior management is compensated in accordance with policies approved by the 
Board of Directors. 


In accordance with the CWB Information Policy and the desire to be open and 
accountable to farmers, the following table sets forth compensation earned by the 
President and Chief Executive Officer, as well as the four other highest-paid senior 
officers for the year ended July 31, 2001. 


Summary Compensation Table, 2000-01 


Annual Compensation 


All Other 
Name and Principal Position Salary | Compensation’ 
Greg S. Arason $250,115 $ - 


President & Chief Executive Officer 


Adrian C. Measner 210,097 
Executive Vice-President, Marketing 


William W. Spafford 1785330 - 
Vice-President, Sales and Marketing 


Gordon P. Menzie 160,496 - 
Executive Vice-President, Finance and Treasurer 


Margaret D. Redmond ” 136,820 : 
General Counsel and Corporate Secretary 


Notes: 


1 se 
The CWB has no additional compensation plans beyond base salary. The value of perquisites for each 
senior officer did not exceed the lesser of $50,000 or 10% of total annual salary. 


: Margaret D. Redmond was newly appointed to Executive Vice-President, Corporate Affairs on July 30, 2001 
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Farmer control of the CWB is most 
apparent in the structure of the Board 
of Directors, the majority of whom are 
directly elected by western Canadian 
wheat and barley growers. Directors 
play a crucial role because they set the 
strategic direction of the CWB and 
oversee its business. In 2000-01, great 
progress was made by the Board to 
move the CWB forward by creating a 
new framework for strategic and long- 
term planning. 


Governance has been an extremely 
important issue for the Board, as it 
strives to follow best practices while 
reflecting the unique CWB structure 
that combines elected and appointed 
directors under a shared governance 
model. 


Farmers electing farmers. 

The past crop year saw the first round of 
director elections since 10 farmers were 
originally voted onto the CWB Board of 
Directors in 1998, following a demo- 
cratic transformation of the CWB gover- 
nance structure. The fall 2000 elections 
were held in five of 10 districts, resulting 
in a change for southeastern 
Saskatchewan where new director 

Rod Flaman was elected. 


Farmer elections are the centrepiece of 
the new governance structure giving 
farmers direct, visible control over the 
CWB. The elections give farmers the 
opportunity to put a producer who 
most closely represents their views at 
the Board table. In the 2000 fall 
election, mail-in ballots were received 
from 40.6 per cent of eligible voters. 


The CWB Act requires that elections be 
held in half of the 10 districts every two 
years, meaning directors serve four- 

year terms. The 2000 election was held 


in Districts 2, 4, 6, 8 and 10. Elections 
will be held in Districts 1, 3, 5, 7 and 9 
in the fall of 2002. 


Adding business expertise 

In addition to the 10 elected directors, 
the Board includes four appointed 
directors with three-year terms, who 
are chosen by the federal government 
for their specific business expertise. A 
new director, Bonnie DuPont of 
Enbridge Inc. in Calgary, was 
appointed at the end of the past crop 
year to replace former director James 
Stanford. The federal government, with 
input from CWB directors, also 
appoints a President and CEO, who sits 
on the Board. 


Leading the CWB 

The Board oversees the conduct of 
CWB business. This includes establish- 
ing strategic direction, reviewing and 
approving strategic plans, budgets, 
financial statements, the annual 
business plan and the borrowing plan. 
The Board ensures management puts 
appropriate systems in place to 
manage risk, maintain integrity of 
financial controls and oversee informa- 
tion services. In 2000-01, the Board 
approved a process for senior man- 
agement succession planning. 


Building the future 

A top strategic objective for 2000-01 
was to strengthen the CWB connection 
with farmers. The Board identified this 
as a priority during a comprehensive 
strategic planning process, along with 
the three other foundations of CWB 
business: our customers, our long-term 
mandate and our employees. Along 
with identifying these four strategic 
focus areas, great strides were made in 
refining the strategic planning cycle, 
including development of a new 
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framework for long-term planning and 
initiating work on a set of corporate 
values. 


Striving for excellence in 
governance 

As a relatively new structure, special 
efforts are being made to continuously 
improve the effectiveness of the Board 
of Directors. The unique governance 
structure of the CWB poses different 
challenges than those faced by boards 
of most commercial corporations. 
During the past year, efforts have 
included: 


» A governance study which recom- 
mended improvements to the 


interface between the Board, its com- 


Committee structure 


mittees and senior CWB manage- 
ment, with particular attention to 
defined roles and responsibilities. 


Amendments to the Code of 
Conduct, approval of an election 
period code of conduct and a 
political donations policy, and 
creation of a process to formally 
declare conflict of interest 


Development of an orientation plan 
for new directors. 


Work towards creating a director 
development process and developing 
guidelines for director qualifications. 


Continuation of the annual evalua- 
tion of the Board, its committees and 


the CEO. 


The CWB Board of Directors structure includes four standing committees and 


several ad hoc committees, with terms of reference reviewed annually: 


Audit and finance 


Ensures CWB accounting and financial reporting systems provide accurate and 


timely information, including effective internal controls. Facilitates the conduct of an 


annual audit, reviews annual financial statements and accounting practices, and 


reviews financial risk policies, plans and proposals. 


Members: David Hilton (chair), John Clair, Larry Hill, James Chatenay 


2000-01 accomplishments: 


> Recommended approval of a plan for managing amendments to the business 


plan and budget. 


> Met independently with external auditors who review CWB financial results. 


> Reviewed the business and corporate plans and recommended approval 
(together with the Risk Management and Strategic Issues committee). 


» Reviewed the annual budget and recommended approval. 


> Reviewed plans for the special audit undertaken by the Office of the Auditor 


General. 


» Recommended earlier distribution of final payment to farmers for 2000-01. 
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Governance and management resources 

Provides a focus on governance to enhance Board and CWB effectiveness. 
Assists the Board in fulfilling its obligations related to human resource and 
compensation matters. 


Members: Art Macklin (co-chair), Betty-Ann Heggie (co-chair), Ken Ritter 
2000-01 accomplishments: 


> Established a plan for continuity and development of senior management. 


>» Recommended an action plan following a CWB employee survey taken to gauge 
satisfaction levels. 


> Maintained and updated a Board Governance Manual containing all policies 
related to Board conduct. 


>» Reviewed an external study on CWB governance issues. 

> Reviewed and updated the Director Compensation Policy and initiated an audit. 
> Began policy work towards changing the CWB pension plan. 

> Initiated plans for director development programs. 


>» Ensured an annual evaluation of the Board, its committees and the CEO was 
undertaken. 


Risk management and strategic issues 

Ensures that areas of corporate risk, strategic issues and policy are identified. 
Recommends priorities, time frames and processes to address these issues. 
Coordinates the Board's input to the CWB strategic planning process. 


Members: lan McCreary (chair), Greg Arason, Rod Flaman, Bill Nicholson 
2000-01 accomplishments: 


>» Recommended approval of a CWB policy on organic grain marketing. 


» Reviewed the annual business plan, corporate plan and budget, and 
recommended approval (together with the Audit and Finance committee). 


> Reviewed farmer pricing options and made recommendations for program 
expansion. 


» Reviewed the CWB grain delivery policy. 


>» Recommended that the CWB play a lead role in the development of a position 
on genetically-moditied grain. 


> Developed a strategy for the introduction of e-business at the CWB. 
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Farmer relations 

Assists the Board in developing strategies and policies for relations with farmers, as 
well as communications with industry, government, customers, employees and the 
general public. Reviews major new advertising projects and major accountability 


vehicles such as the annual report. Recommends attendance at grain industry events. 


Members: Mike Halyk (chair), Wilfred Harder, Ross Keith 


2000-01 accomplishments: 
>» Recommended approval of a new CWB Information Policy. 


» Recommended approval of organizational restructuring to create the Farmer 
Relations area of the CWB. 


>» Recommended approval of a new regional office system for Farm Business 
Representatives. 


Ad hoc committees 

Transportation (McCreary-chair, Arason, Halyk, Keith, Macklin, Ritter): Provided 
strategic direction to help achieve a new commercialized transportation environ- 
ment. Ensured the needs and wishes of farmers were given top consideration 
during negotiations with other transportation partners. 


Trade (Hill-chair, Hilton, Keith, Macklin, McCreary, Nicholson, Flaman): 
Recommended strategies and actions on trade-related issues that could affect the 
ability of the CWB to fulfill its mandate. 


Benchmarking (Clair-chair, Hill, Hilton, McCreary, Nicholson): Assisted in devel- 
oping appropriate benchmarks for ongoing performance measurement of the 
CWB's core grain marketing function. 


Search committee (Ritter-chair, Arason, Halyk, Hilton, McCreary, Heggie, 
Macklin): Assisted in recruitment of a senior executive. 
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Board of Directors 
Remuneration a Attendance : 
. Board : committee Industry 
Director District Retainer Per diems Total meetings _ meetings meetings © 
Macklin, Art 1 $ 20,833 $ 42,800 $ 63,633 oe - 60 33 
Chatenay, James 2 20,000 32,750 52,750 2 ee | ig 


Hill, Larry 3 24,000 43,708 67,708 Ff CG 


Ritter, Ken (chair) 4 61,667 43,800 105,467 [| 66 
Clair, Jonn 5 24,000 33,450 57,450 2 2 
McCreary, lan 6 28,000 37,900 65,900 ae : : 64 42 
Halyk, Micheal 7 24,000 42,359 66,359 | | 50 47 
Hanson, Terry | 8 87333 16,800 DANSE : 7 : 34 | A 
Flaman, Rod“ 8 11,667 24,250 35,917 | a : 2 
Nicholson, Bill 9 20,000 30,000 50,000 | 3 oe 26 
Harder, Wilfred 10 20,000 27,833 47,833 | 2 2 21 
Arason, Greg (CEO) A NA NA NA oS NA 
Heggie, Betty-Ann A 20,833 9,000 29,833 9 16 2 
Hilton, David A 24,000 32,000 56,000 340 ou 
Keith, Ross A 20,000 24,750 44,750 1 43 8 
Stanford, James* A 18,000 9,750 27,750 oe 3 
TOTAL $ 345,333 $ 451,150 $ 796,483 


A = Appointed Director 

; August to December 2000 
2 January to July 2001 

. August 2000 to March 2001 


Directors are paid an annual retainer and per diem allowances. The board chair receives an annual retainer of $60,000. All 
other members receive $20,000, with committee chairs receiving a further $4,000. A per diem of $500 per full regular 
meeting day is paid to each member. Directors are reimbursed for all reasonable out-of-pocket and travel expenses. They are 
also entitled to a maximum of $5,000 per crop year to assist them in communicating with farmers. The annual remuneration 
limit is $60,000 for directors and $100,000 for the board chair. This limit does not apply to the retainer for committee 
chairmanship, the communication allowance or any other item that the Board specifically excludes. The table above includes 
some remuneration that was incurred in the previous crop year, but submitted during 2000-01. 
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Canadian offices 


Head Office Vancouver, British Columbia 
Winnipeg, Manitoba 650-355 Burrard Street (Marine Building) 
423 Main Street Vancouver, British Columbia 

PO. Box 816, Station Main Canada V6C 2G8 

Winnipeg, Manitoba Phone (604) 666-2992 

Canada R3C 2P5 Fax (604) 666-0293 

Phone (204) 983-0239 Telex 04-508862 

Fax (204) 983-3841 

Telex 07-5780] Regina, Saskatchewan 

Web site www.cwb.ca 424 McDonald Street 


Regina, Saskatchewan 
Canada S4N 6E] 
Phone (306) 751-2690 
Fax (306) 751-269] 


International offices 


Tokyo, Japan 

3rd Floor, Toranomon No. 11 Mori Building 
6-4, Toranomon 2 - chome 

Minato-ku 

Tokyo 105-0001, Japan 

Phone 011-81-3-3519-2288 

Fax 011-81-3-3519-2287 


Beijing, China 

Suite 708, Tower B 

Beijing COFCO Plaza 

8 Jianguomen Nei Street 
Beijing, China 100005 

Phone 011-86-10-6526-3908 
Fax 011-86-10-6526-3907 


Prairie strong, worldwide 
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